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Commissoner:

In accordance with 88 10-1-203 and 10-3-1106, C.R.S,, an examination of salected rating,
underwriting, claims and generd business practices of the title insurance business of Fiddlity
Nationd Title Insurance Company has been conducted. The Company’ s underwriting records
were examined at its affiliates Colorado State Administrative Offices located at 1875 Lawrence
Street, suite 1200, Denver, Colorado, 80202. The Company’s claims records were examined
at its home office located at 17911 Von Karman Avenue, Suite 300, Irvine, Cdifornia, 92614.

The examination covered a one-year period from July 1, 1999 to June 30, 2000.

A report of the examination Fiddlity Nationd Title Insurance Company is herein respectfully
submitted.

Duane G. Rogers, Esg. &
J. Reuben Hamlin, Esq.
Independent Market Conduct Examiners
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COMPANY PROFILE

Fiddity Nationd Title Insurance Company, hereinafter referred to as “the Company”, isa
wholly owned subsidiary Fiddity National Financid, Inc. The Company is authorized to write
title insurance coverage in Colorado and was first licensed in the State of Colorado on October
15, 1982.

The Company, a Cdifornia Corporation, is the successor by merger between Fidelity Nationa
Title Insurance Company, a Nebraska Corporation and the surviving corporation, Fidelity
Nationa Title Insurance Company of Arizona. The merger was effective December 1, 1982, at
which time the surviving Company adopted its presert name, Fiddity Nationd Title Insurance

Company.

The Company is engaged in the title insurance business on a nationwide bass and, is licensed as
atitleinsurer in 40 gates, and the Didtrict of Columbia The Company’s ultimate parent Fiddlity
Nationd Financid, Inc., isaholding company for agroup of title insurersincluding Alamo Title
Insurance, Chicago Title Insurance Company, Chicago Title Insurance. Company of Oregon,
Fiddity Nationa Title Insurance of New Y ork, Nations Title Insurance of New Y ork, Inc.,
Nationd Title Insurance of New Y ork, Inc., Security Union Title Insurance Company, and
Ticor Title Insurance Company

Incorporated in Cdifornia, The Company maintainsit's nationa headquartersin Irvine,
Cdifornia, however, its dso maintains executive offices in Santa Barbara, Cdifornia. The
Company providestitle insurance nationwide through a network of direct operations an
independent agency force. Underwriting review and Claims adjustment are conducted through
various divisond offices located throughout the United States. Colorado underwriting and
clam operations are managed through the Company’s Irvine, Cdifornia Office.

For the fiscal year 1999 the Company reported $8,502,000 in direct premiumsin Colorado
representing 3.6% of the total Colorado title insurance market. The Company’ s direct premium
earned were $8,363,311.

! Figure representing direct written and earned premiums provided by the Company as reported in its
Schedule T of Form 9 of the Company’ s annual statement. Figure representing market share provided by the
Company.



PURPOSE AND SCOPE OF EXAMINATION

This market conduct report was prepared by independent examiners contracting with the
Colorado Division of Insurance for the purpose of auditing certain business practices of insurers
licensed to conduct the business of insurance in the State of Colorado. This procedureisin
accordance with Colorado Insurance Law 8 10-1-204, C.R.S., which empowers the
Commissioner to supplement his resources to conduct market conduct exams. Thefindingsin
this report, including al work product developed in the production of thisreport, are the sole
property of the Colorado Divison of Insurance.

The market conduct examination covered by this report was performed to assst the Colorado
Commissioner of Insurance to meet certain statutory charges by determining Company
compliance with the Colorado Insurance Code and generdly accepted operating principles.
Additiondly, findings of amarket conduct examination serve as an ad to the Divison of
Insurance s early warning sysem. The intent of the information contained in this report isto
serve only those purposes.

This examination was governed by, and performed in accordance with, procedures devel oped
by the Colorado Division of Insurance based on the Nationad Association of Insurance
Commissioners Modd Procedures. In reviewing materid for this report the examiners relied
primarily on records and materid maintained by the Company and its agents. The examination
covers one calendar year of the Company’s operations, from July 1, 1999 to June 30, 2000.

File sampling was based on review of systematicaly selected samples of underwriting and
clamsfiles by category. Sample sizes were chosen based on guidance from procedures
developed by the National Association of Insurance Commissioners. Upon review of each file,
any concerns or discrepancies were noted on comment forms. These comment forms were
delivered to the Company for review. Once the Company was advised of afinding contained in
a comment form, the Company had the opportunity to respond. For each finding the Company
was requested to agree, disagree or otherwise justify the Company’ s noted action. At the
conclusion of each sample, the Company was provided asummary of the findings for that
sample. The report of the examination is, in generd, areport by exception. Therefore, much of
the materid reviewed will not be contained in this written report, as reference to any practices,
procedures, or files that manifested no improprieties were omitted.

An error tolerance level of plus or minus $10.00 was alowed in most cases where monetary
vaues were involved, however, in cases where monetary values were generated by computer or
system procedure a $0 tolerance level was gpplied in order to identify possible system errors.



Additionaly, a $0 tolerance level was applied in instances were there appeared to be a
consstent pattern of deviation from the Company’ s rates on file with the Colorado Divison of
Insurance.

This report contains information regarding exceptions to the Colorado Insurance Code. The
examinaion included review of the following sx Company operations.

Complaint Handling.

Agent Licenang.
Underwriting Practices.
Rate Application.

Claims Settlement Practices.
Financid Reporting

oSubkwhNE

All unacceptable or non-complying practices may not have been discovered throughout the
course of thisexamination. Additiondly, findings may not be materid to dl areas which would
serveto asss the Commissioner. Failureto identify or criticize specific Company practices
does not constitute acceptance by the Colorado Division of Insurance of such practices. This
report should not be construed to endorse or discredit any insurance company or insurance
product. Statutory cites and regulation references are as of the period under examination unless
otherwise noted.

Examination findings may result in adminidrative action by the Divison of Insurance.



EXAMINATION REPORT SUMMARY

The examination resulted in atota of fifteen (15) issues, arisng from the Company’ s gpparent
noncompliance with Colorado statutes and regulations concerning al title insurers authorized to
transact title insurance business in Colorado. These fifteen (15) issuesfdl into five of the saven
categories of Company operations as follows:.

Complaint Handling Procedures:

In the area of complaint handling, one (1) compliance issue is addressed in thisreport. This
issue arose from Colorado statutes and regulations which require insurers offering coverage in
Colorado to adopt and implement procedures for addressing and responding to consumer
complaints and requires al insurers to maintain a complete complaint register. With regard to
thisissue, it is recommended that the Company review its complaint handling procedures and
amend those procedures to assure future compliance with applicable Colorado laws.

Underwriting Practices:

In the areaof underwriting, Six (6) compliance issues are addressed in thisreport. Theseissues
arose from Colorado statutory and regulatory requirements which must be followed whenever
title policies are issued in Colorado. The incidence of noncompliance in the area of underwriting
exhibits afrequency range between 6% and 51%. With regard to these underwriting practices,
it is recommended that the Company review its underwriting procedures and make the
necessary changes to assure future compliance with gpplicable statutes and regulations asto al
39X (6) issues.

Rating Practices and Application:

In the area of rating, four (4) compliance issues are addressed in thisreport. These issues arose
from Colorado statutory and regulatory requirements which must be followed whenever title
policies are issued in Colorado and whenever title insurers or the insurer’ s agents conduct regl
estate or loan closing and/or settlement service for Colorado consumers. The incidence of
noncompliance in the area of rating demondirates an error frequency between 6% and 81%.
With regard to the four (4) compliance issues addressed in relation to the Company’ srating
practices, it is recommended that the Company review its rating manuals and procedures and
make the necessary changes to assure future compliance with gpplicable statutes and regulations
asto dl four (4) issues.




Claims Settlement Practices:

Inthe areaof claim settlement practices, three (3) compliance issues are addressed in this
report. These issues arise from Colorado statutory and regulatory requirements dedling with the
far and equitable settlement of claims, payment of claims checks, maintenance of records,
timeliness of payments, accuracy of clam payment cdculaions, and delay of daims. The
incidence of noncompliance in the area of claims practices shows a frequency range of error
between 7% and 46%. Concerning the three (3) compliance issues encompassing Company
clams practices, it is recommended that the Company review its clams handling procedures
and make the necessary changes to assure future compliance with applicable satutes and
regulations asto al three (3) issues.

Financial Reporting:

In the area of financid reporting and other miscellaneous compliance issues, one compliance
issue is addressed in thisreport. The issue arose from specific Colorado statutory and
regulatory requirements requiring title insurersto file certain financiad dataand to provide annud
datigtica judtification and data to support title insurance rates used in Colorado. With regard to
thisissue, it is recommended that the Company review its annud filing procedures and make the
necessary changes to assure future compliance with applicable statutes and regulations.




PERTINENT FACTUAL FINDINGS

Market Conduct Examination Report
of
FIDELITY NATIONAL TITLE
INSURANCE COMPANY




PERTINENT FACTUAL FINDINGS

Redating to

COMPLAINT HANDLING PROCEDURES
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Issue A: Failureto maintain minimum standardsin arecord of written complaints.

Section 10-3-1104(1), C.R.S,, requires al insurance companies operating in Colorado to
provide for complaint handling procedures and provides that:

(i) Falure to maintain complaint handling procedures. Failing of any insurer to
maintain a complete record of dl the complaints which it has received since the
date of its last examination. This record shal indicate the totd number of
complaints, their classification by line of insurance, the nature of each complaint,
the dispodtion of these complaints, and the time it took to process each
complaint. For purposes of this paragraph (1), “complaint” shal mean any
written communication primarily expressng a grievance.

3 CCR 702-6(6-2-1) Attachment A promulgated pursuant to the authority of 88 10-1-109,
10-3-1110, and 10-11-118, C.R.S,, sets forth the minimum information required to be
maintained by insurance companiesin their respective complaint registers as follows:

Attachment A. Minimum Information Required in Complaint

Record
Column Column Column Column Column Column Column Column
A B C D E F G H
Company Func Reas LineType Company Date Date Closed  Insurance State of
Identificatio  tion  on Disposition Received Department  Origin
n Number Cod Code after Complaint
e Complaint

Receipt

Examination of the Company’s complaint record effective for the period under examination
demondtrated the Company was not in compliance with dl of the requirements of 3 CCR 702-
6(6-2-1). Specificaly, Colorado Insurance Regulation 3 CCR 702-6(6-2-1), under Column
A, requires complaint entries to be listed by a Company Identification Number. Thisrefersto
the identification number of the complaint and must include the license number or other means of
identifying any licensee of the Insurance Divison (such as agent daff adjugter, or independent
adjudter) that may have been involved in the complaint. The Company’s complaint log did not
include a Column A identification number as such is required and defined by 3 CCR 702-6(6-
2-1).

Under Column B, the regulation requires complaints to be classfied by Company function (i.e.
underwriting, marketing and sales, clams, policyholder services, ect.). Although the Company’s
complaint log contained a column a column entitled the * nature of the complaint” or reason
column, the Company’s complaint log did not contain a Column B function code as such is
identified and defined by 3 CCR 702-6(6-2-1).

Under Column C, the regulation requires company complaint registersto indicate the line type.
Complaints are to be classfied according to the line of insurance involved. Although title
insurers are only authorized to write title insurance in Colorado and, therefore, dl complaints
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would mogt likely be classified astitle insurance line type complaints, the Company’s complaint
register should have included a column indicating the line type, however, the Company’s
complaint log did not.

Under Column F, the regulation requires the Company to post or record the date the complaint
was closed, however, the Company’s complaint log did not contain a column specifying the
closng date of complaints.

Under Column G, the regulation requires complaints to be classified to indicate if the origin of
the complaint was from the Colorado Divison of Insurance or whether the complaint was
received otherwise. The Company’s complaint record did not include a column specifying
whether complaints originated with the Divison or not.

Under Column H, the regulation specifically requires that “[t]he complaint record shdl note the
gate from which the complaint originated. Ordinarily thiswill be the sate of the resdence of the
complainant.” The Company’s Complaint Log, however, did not contain a column indicating
the origin of the complaint.

Recommendation #1:

Within 30 days, the Company should demonstrate why it should not be considered in violation
of the requirements set forth in 3 CCR 702-6(6-2-1) adopted pursuant to the authority of 88
10-1-109, 10-3-1110, and 10-11-118, and 10-4-4, C.R.S. Inthe event the Company is
unable to provide such documentation, it should be required to provide evidence that it has
amended its complaint register to include the omitted information and that the Company’s
complaint register isin compliance with the minima requirements of the Colorado regulation.



PERTINENT FACTUAL FINDINGS

for

UNDERWRITING PRACTICES
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Issue B: Failureto provide written notification to prospective insureds of the
Company’sgeneral requirementsfor the deletion of the standard exception or
exclusion to coveragerelated to unfiled mechanic’ s or materialman’sliens and/or the
availability of mandatory GAP coverage.

Colorado Insurance Regulation 3 CCR 702-3 (3-5-1)(VI1), adopted in part pursuant to the
authority granted under 8810-1-109 and 10-3-1110, C.R.S,, states in pertinent parts:

(C) Every title entity shal be respongble for dl matters which appear of record
prior to the time of recording whenever the title entity conducts the closing and
is respongble for recording or filing of legd documents resulting from the
transaction which was closed.

(L) Eachtitle entity shdl notify in writing every prospective insured in an owner's
title insurance policy for a sngle family resdence (induding a condominium or
townhouse unit) (i) of that title entity's generd requirements for the deletion of an
exception or excluson to coverage rdating to unfiled mechanics or
materidman’s liens, except when said coverage or insurance is extended to the
insured under the terms of the policy and (i) of the circumstances described in
Paragraph C of Article VI of these Regulations, under which circumstances the
title insurer is respongble for al matters which appear of record prior to the
time of recording (commonly referred to as " Gap Coverage’).

The Company’ s slandard printed schedule B policy exceptions contain the following generd
exdusonary language for al unfiled mechanic or materidman’sliens

This policy does not insure againg loss or damage (and the Company will not
pay costs, attorney’ s fees or expenses) which arise by reason of:

4 Any lien, or right to a lien, for services, labor or materid heretofore or
hereinafter furnished, imposed by law and not shown by the public records.

A review of the Company’s underwriting and rating manuas demongtrated that, during the
period under examination, the Company offered coverage for unfiled mechanic’s and
materidman’sliens. Such coverage was available through the Company via deletion of the
printed exceptions, an extended coverage endorsement, or by using Company endorsement
110.1 or 110.2 which insured over particular named exceptions. In addition, areview of
Company underwriting and escrow files demonstrated that, during the period under
examination, the Company conducted severa closings in coordination with the issuance of title
insurance policies insuring title to Sngle family dwellings. Asindicated by the Regulation cited
above, whenever atitle insurer or its agent conducts aclosing in relaion to atitle policy issued
and is responsible for recording the documents resulting from the red estate transaction,
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Colorado Insurance Regulation 3 CCR 702-3(3-5-1)(VI1)(L) mandates coverage for dl
matters appearing of record prior to the time of recording (GAP coverage).

The following sample demondtrated that, dthough the Company offered coverage for unfiled
mechanic’s and materidman’s liens and was often responsible for the regulatory mandated GAP
coverage, the Company failed to make the appropriate written disclosures regarding its generd
requirements for unfiled mechanic’'s or materidman’s lien coverage and/or failed to provide
notice of the existence of GAP coverage where such notices were required:

TITLE POLICIESISSUED
July 1, 1999 thr ough June 30, 2000

Population Sample Size Number of Percentage to
Exceptions Sample
14,355 100 37 37%

An examination of 100 systematicdly sdected underwriting and accompanying escrow files,
representing . 7% of al title policiesissued by the Company in Colorado during the period under
examination, showed 37 ingtances (37% of the sample) wherein the Company issued title
insurance policies providing owner’s coverage for risks associated with the title transfer of sngle
family resdences, condominiums or townhouses in Colorado. Each policy excepted coverage
for unfiled mechanics or materidman’s liens and/or GAP coverage. Coverage for unfiled
mechanic's or materidman’s liens was available through the Company by endorsement and, as
the Company or its agent conducted the closing in each instance, GAP coverage was mandated
by law. However, in each ingance the Company failed to provide the insured with the requisite
written notice regarding the availability and/or prerequisites of such coverages as required by 3
CCR 702-3 (3-5-1)(VI)(L).

More specificdly, in 2 of the 37 instances, the Company faled to provide the insured with both
notice of the existence of Gap coverage and Mechanic' s Lien Coverage as mandated by
Colorado law. In the remaining 35 instances the Company was unable to provide
documentation that it provided prospective insureds with the requisite notice regarding the he
Company’s generd requirements for the deletion of the Company’ s slandard exception for
unfiled mechanic’'sliens.

Recommendation #2:

Within 30 days, the Company should demonstrate why it should not be considered in violation
of 8810-3-1104(1)(a) and (1)(a)(1), C.R.S,, and 3 CCR 702-3 (3-5-1)(VII)(C) and (L). In
the event the Company is unable to provide such documentation, it should be required to
provide evidence that it has amended its underwriting guidelines, agency agreements or other
Company procedures necessary to implement the requisite change so that those procedures and
guiddinesinclude a requirement that will assure the Company will provide prospective insureds
with written notification of the Company’s generd requirements for the deletion of the
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Company’s generd exception or excluson to coverage for unfiled mechanic's liens and GAP
coverage.
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Issue C: Misrepresenting the benefits, advantages, conditions or terms of insurance
policies by omitting applicable endor sements.

Section 10-3-1104(1), C.R.S. defines certain unfair methods of competition and unfair or
deceptive acts or practices in the business of insurance:

(8 Migrepresentations and false advertising of insurance policies: Making, issuing,
circulaing, or causing to be made, issued, or circulated, any estimate, circular,
statement, sales presentation, omission, or comparison which:

M Misrepresents the benefits, advantages, conditions, or terms of any
insurance palicy; . . .

A review of the following sample demongtrated that, whenever the Company issued a
title insurance policy in Colorado during the period under examination, the Company
faled to identify, itemize or list policy endorsements in a declarations page or otherwise
include such information within the written terms of title insurance policiesissued.

TITLE POLICIESISSUED
July 1, 1999 thr ough June 30, 2000

Population Sample Size Number of Percentage to
Exceptions Sample
14,355 100 39 39%

An examination of 100 sysematicaly selected underwriting and accompanying escrow files,
representing .70% of dl title policiesissued by the Company in Colorado during the period
under examination, showed 39 instances (39% of the sample) wherein the Company omitted
gpplicable endorsements. In al 39 ingances the Company issued title insurance policies without
itemizing the inclusive endorsements on a policy declaration page or otherwise disclosing such
information within the written terms of the policy issued.

Furthermore, areview of the Company’s policy forms demongtrated that only 1 of the 7 most
common title insurance and title guarantee policy forms used by the Company in Colorado
during the period under examination contained a declarations page or policy jacket which
included a section for itemizing endorsements. Specificdly, the policy jacket for the ALTA
Short Form Residentia Loan Policy, issued by the Company to lenders in coordination with
permanent loans secured by residentia property of one to four family dwellings, contained a
checklist to indicate endorsements incorporated into the policy issued.

Other than the short form discussed above, the Company’s only method of notifying
prospective insureds of the endorsements requested by an insured for inclusion in the
prospective title insurance policy was to provide a statement of charges a the top of the
respective insured/applicant’ sinitid commitment papers.
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Upon issuing the title insurance policy the terms of the last update of the commitment were
incorporated into the title policy, however, the Company omitted the ligting of inclusive
endorsements that gppeared within the terms of the origind commitment papers. Therefore,
upon issuance of the policy, any endorsements or riders were not listed or otherwise itemized
within the terms of the title policy issued. In addition, the only indication that an endorsement or
rider amended a particular policy was gpplication of a Company practice requiring the issuing
agent to place a copy of the endorsement or rider behind the Company’s copy of thetitle policy
maintained in the underwriting file. The endorsements were not otherwise “ atached” to the
policy and the pages of the policy were not numbered (i.e. 1 of 1) to identify the length of the
policy or otherwise identify the existence of any endorsements or riders.

Recommendation #3:

Within 30 days, the Company should demondirate why it should not be considered in violaion
of 810-3-1104(1)(a)(I), C.R.S. Inthe event the Company is unable to provide such
documentation, it shoud be required to provide evidence that it has amended its policy forms
and endorsements and underwriting guidelines and procedures and any other requisite Company
operations o that dl title policiesissued by the Company incorporate alisting of any
endorsements and/or riders on the policy declaration page or within the terms of the policy asto
al future policies issued by the Company.
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Issue D: Failureto obtain written closing instructions from all necessary parties when
providing closing and/or settlement services for Colorado consumers.

Sections 10-3-1104(1)(a) and (1)(a)(1), C.R.S. define an unfair or deceptive trade practice in
the business of insurance as.

(@ Migepresentations and fdse advertisng of insurance policies Making,
issuing, circulating, or causing to be made, issued, or circulated, any estimate,
circular, atement, sales presentation, omisson, or comparison which:

M Misrepresents the benefits, advantages, conditions, or terms of any
insurance policy.

Colorado Insurance Regulation 3 CCR 702-3 (3-5-1)(VI1), adopted in part pursuant to the
authority granted under 8810-1-109 and 10-3-1110, C.R.S,, states:

(G) Nottitle entity shdl provide closing and settlement services without receiving
written ingtructions from dl necessary parties.

The following sample demondtrated that, in some instances, the Company or its agent provided
closing and/or settlement service in Colorado during the period under examination without
obtaining the requisite written closing ingructions from al necessary parties.

TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
14,355 100 11 11%

An examination of 100 systematically sdected underwriting and accompanying escrow files,
representing .70% of dl title policiesissued by the Company in Colorado during the period
under examination, showed 11 instances (11% of the sample) wherein the Company or its agent
provided closing and/or settlement services for Colorado consumers without receiving written
closing indructions from al necessary parties.

Theinitid list of policiesissued by the Company in Colorado during the period under
examination did not include limited ligbility title insurance policies issued by the Company during
the examination period. Based on thisinformation, the examiners requested the Company to
provide alig of limited liaility policiesissued by the Company from July 1, 1999 to June 30,
2000. The examiners sysemétically sdlected 50 limited liability policies from thet list for further
review. The examiners findings pertinent to the Company’ s failure to obtain written closing
ingructions from al necessary parties in compliance with 3 CCR 702-3(3-5-1) were asfollows:
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LIMITED LIABILITY TITLE POLICIESISSUED
July 1, 1998 through June 30, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
1,258 50 3 6%

An examination of 50 sysematically sdected underwriting files, representing 3.97% of al limited
ligaility title policiesissued by the Company in Colorado during the period under examination,
showed 3 instances (6% of the sample) wherein the Company or its agent provided closing
and/or settlement services for Colorado consumers without recelving written closing instructions

from dl necessary parties.

Recommendation #4:

Within 30 days, the Company should demonstrate why it should not be considered in violation
of 8810-3-1104(1)(a) and (1)(a)(1), C.R.S, and 3 CCR 702-3 (3-5-1)(VII)(G). Inthe event
the Company is unable to provide such documentation, it should be required to provide
evidence that it has amended its underwriting guiddines, agency agreements or other Company
operations necessary to assure that the Company and its agents will obtain written instructions
from dl necessary parties whenever the Company or its agents perform closing and settlement
sarvices in Colorado.
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Issue E: Failureto follow Company underwriting procedures and/or guidelines and/or
unfairly discriminatory underwriting practices.

Section 10-3-1104(1)(H)(11), C.R.S. defines an unfair business practice in the busness of
insurance as.

(I Making or permitting any unfair discrimination between individuas of the
same class or between neighborhoods within a municipdity and of essentidly
the same hazard in the amount of premium, policy fees, or rates charged for any
policy or contract of insurance, or in the benefits payable thereunder, or in any
of the terms or conditions of such contract, or in any other manner whatever;

As gated in the heading above, thisissue is comprised of two components. Thefirst arose from
the Company’ sfalure to follow its own underwriting procedures, guiddines, sandards, and/or
practices resulting in diparate trestment between smilarly Stuated insureds. The second
component was comprised of Stuations wherein the Company engaged in unfairly discriminatory
underwriting practices. These findings are grouped by category asfollows:

Falling to Follow Company Underwriting Procedures and/or Guiddines:

TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
14,355 100 42 51%

An examination of 100 systematically sdected underwriting and accompanying escrow files,
representing .70% of dl title palicies issued by the Company in Colorado during the period
under examination showed 42 exceptions (42% of the sample) wherein the Company failed to
follow its own underwriting guiddines and/or engaged in unfairly discriminatory underwriting
practices.

Many of the files reviewed contained more than one underwriting error, however, to maintain
sample integrity, each file was consdered as asingular exception regardless of the total errors
contained in the file. Thus, the exception frequency reported above was 42%, however the 100
files reviewed contained atotd of 50 errors wherein the company issued title polices without
following the Company’ s underwriting guideines and/or engaged in discriminatory underwriting
practices. Forty-two (42) errors resulted from the issuing entity’ s failure to delete the sandard
exceptions from owner’ s coverage issued Smultaneoudy with commensurate lender’ s coverage
in which the standard exceptions had been ddeted in compliance with the Company’s
underwriting manud.
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The remaining error resulted from the Company’ s failure to adhere to its underwriting standards
when issuing alender’ s policy with limits of liability in excess of the vaue of the subject land.
These findings were asfollows:

The Company’s underwriting manual states:

General  Exceptions, Owner's Policies Ordinary One to Four Family
Residences

It isour policy to delete or omit GENERAL EXCEPTIONS 1to 4 inclusve on
any owner’s policy where the land is improved with a structure intended for
ordinary residentid use by not more than four families if we are amultaneoudy
issuing a loan palicy involving the same land in which we do not show these
exceptions.

Fidelity Nationd Title Insurance Company, Underwriting Deskbook for Fidelity National
Financial, Inc., Policy and Commitment Issuance-Genera Exceptions, p. 165.

Forty-two (42) of the fifty-nine (59) files contained errors wherein the filewas a
smultaneous issue of both alender and owner’ stitle policy for the sameinterest in land,
insuring title to aone to four family residence. Although the standard exceptions were
deleted from the lender’ s coverage in these ingtances, the insureds under the owners
policies were not afforded such coverage and no effort or offer to delete such was
tendered or endeavored in compliance with the Company’ s Underwriting Guidelines
cited above.

In one (1) other instance the Company issued alender’ s policy with liability amounts in excess
of the vaue of the subject land in derogation of the Company’s underwriting/rating manud.
Specificdly, during the period the Company’ s rating/underwriting manua contained certain rules
regarding loan policies insuring deeds of trust with loan amountsin excess of the vaue of the
land. Theserules sated:

Loan palicies cannot be issued for an amount less than the full principa debt, except,
when the land covered in the policy represents only part of the security of the loan(s),
then the policy shal be written in the amount of the vaue of such land or the amount of
the loan, whichever islesser. A policy however, can be issued for a reasonable amount
in excess of the principal debt to cover interest, foreclosure costs, ect., not to exceed
150% of the principle debt

Title Insurance may be required in some cases and under conditions for which no
charge has been provided for in this manud, such as where specific land is not the
primary security, but is, in fact, additiond security in connection with other primary
security. The totd loan amount may be in excess of the vaue of the land upon which a
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Deed of Trust is so placed. In such Situations, upon a letter of request (which states the
circumstances) from the lender, the policy may be written for an amount based on the
vaue of the red property. The charge for the policy shdl be the rate gpplicable to the
type of policy and the amount of insurance.

Fidelity Nationd Title Insurance Company, FIDELITY NATIONAL TITLE INSURANCE COMPANY
FEES& RULES GOVERNING ISSUANCE OF TITLE COMPANY COMMITMENTS, POLICIES, AND
ENDORSEMENTSIN THE STATE OF COLORADO, 811, Articles 3.5 and 3.17 at pp. 17-18, 21
(ed. effective 11/29/99).

In thisingance alender’ s policy was issued with liability in excess of the full vaue of thered
edtate transaction. The liability under the owner’s policy was $290,000.00 while the amount of
ligbility under the lender’s policy was $1,221,470.00. Therefore, the lender’ s policy was issued
with liability in excess of 150% of the lesser amount of the full vaue of the land or the principa
loan in violation of the Company’s rule cited above.

Unfairly Discriminatory Underwriting Practices:

LIMITED LIABILITY TITLE POLICIESISSUED
July 1, 1998 through June 30, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
1,258 50 7 14%

An examination of 50 systematically selected underwriting files, representing 3.97% of al limited
lighility title policies issued by the Company in Colorado during the period under examination,
showed 7instances (14% of the sample) wherein the Company or its agent engaged in unfairly
discriminatory underwriting practices when issuing Lender’ s Abbreviated Guarantee (FLAG)
title insurance policies. Specifically, the Company’s 1999 Base rate filing, effective in Colorado
during the period under examination, contained the following regarding the premium charges for
FLAG policies:

LENDERS ABBREVIATED GUARANTEE (FLAG)
A limited loan service which isissued asthe following charge:

1. $150.00 — Ligt the record owners and holders of any deeds of
trusts and mortgages maximum ligbility $100,000.

2. $90.00-Larimer County only — List the record owners and holders
of any deeds of trust and mortgages maximum liability $100,000.
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Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 6.13 at pp. 31-
32(ed. effective 1/29/99).

The Company’ sfiled rate for FLAG policies cited above indicated that the charge for aFLAG
policy during the period under examination was $150.00 with a maximum ligbility of
$100,000.00. In these seven (7) ingtances FLAG policies were issued insuring title for property
loans ranging between $10,300.00 and $36,728.00, however, the policies were issued with a
liability of $100,000.00.

Furthermore, areview of the remaining sample of forty-three (43) limited ligbility policies
demondtrated that, dthough the filed rate for a FLAG policy was a set vaue of $150.00 for
liability from $1.00 to $100,000.00, the Company’s practice was to issue FLAG policieswith
ligbility equivaent to the actua amount or vaue of the insured loan. In these ingtances,
however, Company was in derogation of the Company’s usua practice in that the Company
issued these seven (7) FLAGs with ligbility amounts that exceeded the actua risk by monetary
values ranging between of $89,700.00 and $63,272.00.

Recommendation #5:

Within 30 days, the Company should demonstrate why it should not be considered in violation
of 810-3-1104(1)(f)(Il), C.R.S. In the event the Company is unable to provide such
documentation, it should be required to provide evidence demonstrating that the Company has
elther amended its underwriting rules to comport with the Company’s practices or provide the
Divison with information demongtrating the Company has implemented procedures which will
assure that al title policies issued by the Company will be issued in Compliance with written
Company underwriting rules, procedures and/or standards.

With regard to the discrepant trestment of insureds resulting from the Company’ sfailure to
uniformly issue Lender’ s Abbreviated Guarantees with appropriate limits of liability, the
Company should be required to adopt, implement and distribute underwriting and/or rating
guidelines to provide clarification to Company representative and agents regarding issuance of
such policies. The Company should provide the Colorado Divison of Insurance with
satisfactory evidence demongtrating the adopted or amended guidelines have been distributed to
the appropriated Company representatives and agents.
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Issue F: Issuing title insurance policies without obtaining a certificate of taxes due.

Section 10-11-122, C.R.S. provides.

(3) Before issuing any title insurance policy, unless the proposed insured
provides written ingtructions to the contrary, a title insurance agent or title
insurance company shdl obtain a certificate of taxes due or other equivaent
documentation from the county treasurer or the county treasurer's authorized

agen.
TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000
Population Sample Size Number of Per centage to
Exceptions Sample
14,355 100 3 3%

An examination of 100 systematically sdlected underwriting and accompanying escrow files,
representing .70% of dl title policies issued by the Company in Colorado during the period
under examination, showed 3 instances (3% of the sample) wherein the Company issued title
insurance policies without first obtaining a certificate of taxes due or other equivaent
documentation. None of the files reported contained information demondirating that the
respective insured had provided written ingructions waiving the requirement.

Theinitid list of policies issued by the Company in Colorado during the period under
examination did not include limited lighility title insurance policies issued by the Company during
the examination period. Based on thisinformation, the examiners requested the Company to
provide aligt of limited liability policies issued by the Company from July 1, 1999 to June 30,
2000. The examiners systematicaly selected 50 limited liability policies from thet list for further
review. Theexamines findings pertinent to the Company’ sfailure to obtain a certificate of
taxes due prior to issuing title insurance policiesin compliance with 810-11-122(3), C.R.S.
were asfollows:

LIMITED LIABILITY TITLE POLICIESISSUED
July 1, 1999 thr ough June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
1,258 50 16 32%

An examination of 50 systematically sdected underwriting files, representing 11% of dl limited
lighility title policiesissued by the Company in Colorado during the period under examination,

showed 16 instances (32% of the sample) wherein the Company issued title




insurance policies without first obtaining a certificate of taxes due or other equivaent
documentation. None of the files reported contained information demonstrating thet the
respective insured had provided written ingtructions waiving the requirement.

Recommendation #6:

Within 30 days, the Company should demondirate why it should not be considered in violaion
of 810-11-122(3), C.R.S. In the event the Company is unable to provide such documentation,
it should be required to provide evidence demongtrating that the Company has adopted and
implemented procedures which will assure that, whenever the Company issues atitle policy in
Colorado, the Company or its agent will obtain a certificate of taxes due or other equivalent
documentation for the subject property of which titleisto be insured.
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Issue G: Using a nameor title of an insurance policy or class of insurancethat
misrepresentsthe true natur e thereof and/or making, issuing, and/or circulating an
estimate, circular, statement and or sales presentation which misrepresentsthe
benefits, advantages, conditions, and/or terms of title insurance policies.

Pertinent Sections of 10-3-1104(1)(a) and (b), C.R.S. defines certain unfair business practices
in the business of insurance as

(8 Migrepresentations and false advertisng of insurance policies Making, issuing,
circulaing, or causing to be made, issued, or circulated, any estimate, circular,

statement, sales presentation, omission, or comparison which:

(1)
(V)

(b)Fdse

Misrepresents the benefits, advantages, conditions, or terms of any

insurance policy; or . . .

Uses any name or title of any insurance policy or class of insurance

policies misrepresenting the true nature thereof. . .

information and advertisng generdly: Making, publishing,

disssminating, circulaing, or placing before the public, or causing, directly or
indirectly, to be made, published, disseminated, circulated, or placed before the
public, in a newspaper, magazine, or other publication, or in the form of a
notice, circular, pamphlet, letter, or poster, or over any radio or televison
dation, or in any other way, an advertisement, announcement, or statement
containing any assartion, representation, or statement with respect to the
business of insurance, or with respect to any person in the conduct of his

insurance business, which is untrue, deceptive, or mideading. . .

TITLE POLICIES ISSUED
July 1, 1999 through June 30, 2000

Population Sample Sze Number of Percentage to Sample
Exceptions
14,355 100 33 33%

An examination of 100 systematically sdlected underwriting and accompanying escrow files,
representing .70% of dl title policies issued by the Company in Colorado during the period
under examination, showed 33 instances (33% of the sample) wherein the Company used a
name or title of an insurance policy or class of insurance that misrepresented the true nature
thereof and/or made, issued, and/or circulated an estimate, circular, statement and or sales
presentation which misrepresents the benefits, advantages, conditions, and/or terms of atitle

insurance palicy.

Twenty-sx (26) of the thirty-three (33) files identified above contained misrepresentations
wherein the Company issued Commitments indicating certain coverage would be afforded to




insureds under owner’ stitle insurance coverage, however, in these twenty-9x (26) instances
such coverage was never provided. The Commitments for these twenty-six (26) title policies
contained the following language:

NOTE: UPON COMPLETION OF THE REQUIREMENTS SET FORTH
UNDER SCHEDULE B — SECTION 1 OF THIS COMMITMENT ITEMS
1 THROUGH 5, OF SCHEDULE B — SECTION 2 WILL NOT APPEAR
ON THE OWNER'SPOLICY TO BE ISSUED HEREUNDER.

In these ingtances the Commitments indicted that, provided certain requirements were met, al of
the standard preprinted exceptions would be deleted from Schedule B Section 2 of thetitle
policy issued. Although the requirements were satisfied in these twenty-six (26) files, the cited
deletion of dl the standard pre-printed exceptions or Owner’ s Extended Coverage (OEC) was
not afforded to the insured under the respective owner’ s policy. Instead, the issuing agent
issued a Form 130 endorsement providing the insured Owner’ s Extra Protection Coverage
(OEP) for an additional premium charge of $30.00. This practice was mideading in thet
issuance of the Form 130 Endorsement, athough providing the insured under an owner’s policy
some additiona or “extra protection”, is not commensurate with the deletion of standard
preprinted exceptions 1-5, and the coverage under the Form 130 endorsement is not as far-
reaching or complete asis deletion of the standard exceptions (OEC).

The problem was further compounded in these twenty-six (26) indancesin thet the issuing
entities policy tranamittd letter to the insured indicated that the enclosed owner’ s policy included
aForm 130 endorsement and was dso an “Owner’s Extended Policy”. The transmittal |etter
provided:

Enclosed please find the following in regard to the ABOVE referenced
property:

(X)  Originad Extended Owner’s Policy
(X)  Form No. 130

(X)  Form No.
(X)  Edorsment
()
()

The policy is a vauable document, which should aways be retained in your
files

Considering the traditiond industry standard of what congtitutes Owner’ s Extended Coverage
(CEC), this statement was mideading. Unless otherwise specified or limited in the
Commitment, the industry standard of what condgtitutes Owner’ s Extra Coverage (OEC) is
generdly a deletion of the standard preprinted exceptions from Schedule B Section 2 of an
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owner’ stitle insurance policy. The Form 130 endorsement is not commensurate with the
industry standard for OEC and any reference or representation by the Company that the Form
130 endorsement effectuates the same coverage or coverages as deletion of the standard
exceptions (OEC) or is otherwise commensurate with such is mideading.

Based on the above, the Company’ s practice of indicating to its insureds that, provided certain
requirements were met, the standard preprinted exceptions 1-5 of schedule B would be deleted
and, upon completion of those requirements, issuing a more restrictive Form 130 Endorsement
inlieu of deleting said exceptions, gppears to be mideading asthat term is defined by 10-3-
1104(1)(a)(1), C.R.S. Moreover, the Company’s apparent misrepresentation to these twenty-
9x (26) insureds that the respective owner’'s policy issued was an “Extended Owner’ s Policy”
was not accurate of the true nature of the policy issued.

Inthree (3) of the thirty-three (33) reported files the Commitment for the underlying
owner’stitle policy appeared mideading. Specificdly, in these three (3) instances the
title insurance Commitment indicated that, when the policies where issued, the owner’s
coverage would include Owner’s Extended Coverage, the deletion of preprinted
exceptions 1-5 of Schedule B Section 2 of the policy. Smilarly, dthough the
requirements were satisfied in these three (3) files, deletion of the pre-printed exceptions
or Owner’ s Extended Coverage (OEC) was not provided to the insured under the
respective owner’ s policy when the policy was issued.

Instead of deleting the standard exceptions, the issuing agent issued a Form 130 endorsement
providing the insured Owner’s Extra Protection Coverage. This practice of issuing the Form
130 Endorsement in lieu of deleting the standard exceptions as represented by the Commitment
appears mideading. Specificdly, the Form 130 endorsement, athough providing the insured
under an owner’ s policy some additiond or “extra protection”, is not commensurate with
Owner’'s Extended Coverage, the deletion of standard preprinted exceptions 1-5, and the
coverage under the Form 130 endorsement is not as far-reaching or complete asis deletion of
the standard exceptions. The Company’ s gpparent misrepresentation in these three (3)
ingtancesis not in compliance with the provisons of 810-3-1104 et seq., C.R.S,, cited above.

In four (4) other instances owner’ s policies were issued using the sandard ALTA Form
10/21/87 policy form. In each of these instances, however, the policy jacket that was ddlivered
to the insured was the policy jacket for an ALTA Form 10/17/92. Thiswas mideading in that
the coverages provided by the two policy forms were not the same.?

The inherent problems semming from the practice of commingling these policy forms were
demondrated during the examiners review of open Company clams. Specificdly, areview of

? Between 1987 & 1992 ALTA revised the owner’s form twice, oncein 1990 and again in 1992. The main
difference in coverage between the 1987 and 1992 policiesis that the 1992 policy form contains a creditors
rights exclusion limited to and subject to instances wherein the creditors rights arise from the failure to
timely record the instrument of transfer.
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50 systematically selected claim files demongtrated that the Company’ s practice when initidly
reviewing clams was to obtain a copy of the origind policy from the issuing agent. In most
cases, the agent only forwarded a copy of Schedules A and B of the policy and any
endorsements thereto, however, the agents rarely forwarded a copy of the policy jacket which
contained many of the terms and conditions of the respective policy. 1n these four (4) instances,
had a clam arose, notwithstanding the fact that the insured's policy contained the terms and
conditions of an ALTA Form 10/17/92 policy, the Clams Manger handling the clam would
have processed the claim using the terms and conditions of a 1987 policy jacket as areference
for coverage.

Congdering the above, the practice of issuing a ALTA 1987 policy in a1992 policy jacket
appeared mideading as defined by 810-3-1104(1)(a)(1), C.R.S.

Recommendation #7:

Within 30 days, the Company should demondtrate why it should not be considered in violaion
of 810-3-1104(1)(a) and (b), C.R.S. In the event the Company is unable to provide such
documentation, it should be required to provide evidence demongrating that the Company has
amended the referenced practices to assure future compliance with the requirements of the cited
datutes.



PERTINENT FACTUAL FINDINGS

for

RATING PRACTICES AND APPLICATION
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RATING SECTION 1

Pertinent Factual Findings for Schedule of
Rates, Fees & Charges

TITLE INSURANCE POLICIES.




Issue H: Failureto provide adequate financial and statistical data of past and
prospective loss and expense experienceto justify certain title insurance premium
rates.

Section 10-4-401, C.R.S,, provides:

(b) Type Il kinds of insurance, regulated by open competition between insurers,
induding fire, casudty, inland marine, title insurance, and dl other kinds of
insurance subject to this part 4 and not specified in paragraph (a) of this
subsection (3), including the expense and profit components of workers
compensation insurance, which shall be subject to dl the provisions of this part
4 except for sections 10-4-405 and 10-4-406. Concurrent with the effective
date of new rates, type Il insurers shdl file rating data, as provided in section
10-4-403, with the commissioner.

Section 10-4-403, C.R.S,, provides:
(1) Rates shdl not be excessve, inadequate, or unfairly discriminatory.

Colorado Insurance Regulation 3 CCR 702-3(3-5-1)(V11)), adopted in part to the authority
granted under §10-4-404, C.R.S. provides:

K. Each title entity on an annud basis shdl provide to the Commissioner of
Insurance sufficient financid data (and Setigticd data if requested by the
Commissioner) for the Commissioner to determine if sad title entities rates as
filed in the title entities schedule of rates are inadequate, excessive, or unfairly
discriminatory in accordance with Part 4 of Article4 of Title 10, CR.S.

Each title entity shdl utilize the income, expense and badance sheet forms,
dandard worksheets and ingructions contained in the attachments labeled
"Colorado Uniform Financid Reporting Plan™ and "Colorado Agent's Income
and Expense Report” designated as attachments A & B and incorporated herein
by reference. Reproduction by insurers is authorized, as supplies will not be
provided by the Colorado Division of Insurance.



BASIC SUBDIVIDER RATE:

The Company’s 1999 base rate manua effective in Colorado during the period under
examination contained the following volume discount for developers and contractors:

BASIC SUBDIVISION RATE

CHARGE:
50% of the basic schedule of rates.

Larimer County only.
35% of the Basic Schedule of Rates

These rates are applicable only when three or more palicies are to be issued
insuring three or more different purchasers.

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 5.1 at p. 27(ed.
effective 1/29/99).

Pursuant to 3 CCR 702-3(3-5-1(VI)(K)), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and stidticd datato
demongtrate the above cited rate and/or rating rule was not inadequate, excessve, or unfairly
discriminatory as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company
was unable to produce the requested filings, the Company was asked to produce a prospective
judtification of the subdivider rate in accordance with the criteria established under the statutes
cited above.

The Company’ s response to the examiners request for statigticd and financid judtification of the
Company’s subdivider discount rate did not contain a sufficient judtification of the subdivider
rate as the response did not satisfy the requirements of 810-4-401 et seg., C.R.S. Specificaly,
the Company’ s response did not contain pertinent supporting financid or satistical data. In
addition, the Company’ s response did not consider past and prospective loss and expense
experience and the response did not identify or explain how a reasonable profit provison was
incorporated into the development of builder/developer subdivider discount rates.

ADDITIONAL CHARGESFOR DUPLICATE POLICIES:

The Company’s 1999 base rate manua effective in Colorado during the period under
examinaion contained the following fee the Company charged whenever an insured requested a
duplicate, replacement or a copy of the insured' stitle policy:
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DUPLICATE POLICIES
Duplicate palicies in which no additiond insurance is given may be furnished to
the insured at the discretion of the company for a service charge of $20.00
each. The duplicate policy mugt contain a satement: ‘This policy is issued in
lieu of lost policy number , Which is hereby
cancedlled’

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 1.8 at p. 4(ed.
effective 1/29/99).

Pursuant to 3 CCR 702-3(3-5-1(VI)(K)), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and datistical data
demondtrating the above cited rate and/or rating rule was not inadequate, excessive, or unfairly
discriminatory as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company
was unable to produce the requested filings, the examiners requested Company representatives
to provide a prospective judtification of the charge in accordance with the criteria established
under the statutes cited above.

The Company’ s response to the examiners' request for datistica and financid judtification of the
duplicate policy charge did not contain a sufficient justification of the cited rate as the response
did not satisfy the requirements of 810-4-401 et seq., C.R.S. Specifically, the Company’s
response did not contain pertinent supporting financia or satistical data. In addition, the
response did not consider past and prospective loss and expense experience and the response
did not identify or explain how a reasonable profit provision was incorporated into the cited

rate.

COUNTY-BY-COUNTY RATE DEVIATIONS FOR CONCURRENT L ENDER POLICIES.

The Company’ s rate filings effective during the period under examination stated that the
premium charge for the Smultaneous issue of lender’ s policy when such coverage wasissued in
conjunction with a qualifying owner’s policy was aflat rate of $100.00 in 51 Colorado
Counties®. See, Section 3.1(B), GENERAL RULESFOR LENDER' S INSURANCE, Rate Filing
effective 1/29/99. Notwithstanding the fact that the Company had afiled lender’ s smultaneous
issue rate of $100.00 effective in amost every Colorado County, the filed rate for the
amultaneous issue of alender’ s palicy in Larimer, Summit, Eagle, and Park Counties was
$75.00 during the period under examination.

® The 51 counties included -Adams, Alamosa, Arapahoe, Archuleta, Baca, Bent, Boulder, Chaffe, Cheyenne,
Clear Creek, Congjos, Costilla, Crowley, Delores, Delta, Denver, Douglas, El Paso, Fremont, Garfield, Gilpin,
Grand, Gunnison, Hinsdale, Huerfano, Jackson, Jefferson, Kiowa, Kit Carson, Lake, La Plata, Las Animas,
Lincoln, Mesa, Mineral, Moffat, Montezuma, Montrose, Otero, Ouray, Phillips, Pitkin, Prowers, Rio Blanco,
Rio Grande, Saguache, San Juan, San Miguel, Sedgwick, Teller, and Washington.
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Pursuant to 3 CCR 702-3(3-5-1(VI)(K)), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and datistical datato
demongtrate the above cited rate and/or rating rule was not inadequate, excessve, or unfairly
discriminatory as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company
was unable to produce the filings, the examiners requested Company representatives to provide
a prospective judtification of the cited rates in accordance with the criteria established under the
statutes cited above.

The Company’ s response to the examiners request for satistica and financid judtification of the
county- by-county fluctuation of concurrent lender policy premium rates was not sufficient
justification of the cited rate and did not satisfy the requirements of 810-4-401 et seq., C.R.S.
Specificaly, the responses did not contain pertinent supporting financia or satisticd data. In
addition, the Company’ s responses did not consider past and prospective loss and expense
experience and the response did not identify or explain how a reasonable profit provison was
incorporated into the development of the county-by-county rate variation for Smultaneous issue
rates.

COUNTY-BY-COUNTY RATE DEVIATIONSFOR LIMITED LIABILITY POLICIES.

The Company’srating manua contained the following regarding certain limited liability policies
offered by the Company in Colorado during the period under examination:

LENDERS ABBREVIATED GUARANTEE (FLAG)
A limited loan service which isissued as the following charge:

3. $150.00 — Lig the record owners and holders of any deeds of
trusts and mortgages maximum liability $100,000.

4. $90.00-Larimer County only — List the record owners and holders
of any deeds of trust and mortgages maximum ligbility $100,000.

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 6.13 at pp. 31-
32(ed. effective 1/29/99).

Pursuant to 3 CCR 702-3(3-5-1(VI)(K)), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and datistical datato
demongtrate the above cited rate and/or rating rule was not inadequate, excessve, or unfairly
discriminatory as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company
was unable to produce the filings, the examiners requested Company representatives to provide
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a prospective judtification of the cited rates in accordance with the criteria established under the
statutes cited above.

The examiners requested the Company to identify the increased risk factors associated with
FLAG policiesissued in dl Colorado Counties other than Larimer County, specificaly judtifying
why the premium charge for aFLAG policy was 67% higher in al Colorado Counties other
than Larimer County.

The Company’ s response to the examiners request for statistical and financid judtification of the
county- by-county rate fluctuation was not a sufficient judtification of the cited rate and did not
satisfy the requirements of 810-4-401 et seg., C.R.S. Specificaly, the responses did not
contain pertinent supporting financia or datistical data. In addition, the Company’ s responses
did not consider past and prospective loss and expense experience and the response did not
identify or explain how areasonable profit provision was incorporated into the development of
the county-by-county rate variation for FLAG policies.

COUNTY-BY-COUNTY RATE DEVIATIONSFOR SHORT TERM REISSUE RATES:

During the period under examination the Company’ s filed rates contemplated a* short term
reissue’ discount for dl title insurance policies issued by the Company within afixed period of
prior coverage. Although the Company’s short term reissue rate was available throughout
Colorado, the term of digibility and discount percentage varied by county. Specificaly, the
Company’s rate manud rule provided:

When an Owner’s policy is ordered within satisfactory evidence that a prior
owner’s, loan, or leasehold policy was issued within five (5) years, the charge
will be 50% of the charge set forth in the Basic Schedule of Rates computed at
the dollar amount of the prior palicy, the increase, if any, to be computed in
accordance with the charges set forth in the Basic Schedule of Rates in the
applicable brackets.

A. El Paso County only

When an Owner’s policy is ordered within five years of the origind policy date
of a prior owner's, loan, or leasehold policy the charge will be 55% of the
amount set forth in the Basic Schedule of Rates computed at the dollar amount

of the prior policy, the increase, if any, to be computed in accordance with the
charges set forth in the Basic Schedule of Rates in the applicable brackets.

B. Summit County only
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When an Owner’s palicy is ordered within (5) years of the origind policy date
of a prior owner’s, loan, or leasehold policy the charge will be the following
percentage of the amount set forth in the Schedule of Rates computed at the
dollar amount of the prior policy, the increase, if any, to be computed in
accordance with the charges set forth in the Basic Schedule of Rates in the
applicable brackets.

0 to 48 months 50% of Basic Rate
49 to 60 months 75% of Basc Rate

C. Laimer County only

When an Owner’s palicy is ordered within (5) years of the origind policy date
of a prior owner’s, loan, or leasehold policy the charge will be the following
percentage of the amount set forth in the Schedule of Rates computed at the
dollar amount of the prior policy, the increase, if any, to be computed in
accordance with the charges set forth in the Basic Schedule of Rates in the
applicable brackets.

0 to 48 months 50% of Basc Rate
49 to 60 months 90% of Basc Rate

D. RAtkin County only

When an Owner’s policy is ordered within (5) years of the origind policy date
of a prior owner's, loan, or leasehold policy the charge will be 50% of the
amount s&t forth in the Basic Schedule of Rates.

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 2.4 at p. 10(ed.
effective 1/29/99).

In addition to the above, the Company’s manual contained the following short-term reissue rate
gpplicable to lender’ s title insurance coverage:

A. When a Loan policy is ordered within satisfactory evidence that a prior
owner's, loan, or leasehold policy was issued within five (5) years, the
charge will be 50% of the charge sat forth in the Basic Schedule of Rates
computed at the dollar amount of the prior policy, the increasg, if any, to
be computed in accordance with the charges set forth in the Basic
Schedule of Rates in the applicable brackets (all counties except El Paso)



B. When aLoan policy is ordered within five years of the origind policy date
of a prior owner’'s, loan, or leasehold policy the charge will be fifty five
percent (55%) of the amount set forth in the Basic Schedule of Rates
computed at the dollar amount of the prior policy, the increase, if any, to
be computed in accordance with the charges set forth in the Basic
Schedule of Ratesin the gpplicable brackets (El Paso County only).

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 3.4 at p. 17(ed.
effective 1/29/99).

Pursuant to 3 CCR 702-3(3-5-1(V1)(K)), adopted under the authority granted by 810-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and sttigticd datato
demongtrate the above cited rate and/or rating rule was not inadequate, excessive, or unfairly
discriminatory as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company
was unable to produce the filings, the examiners requested Company representatives to provide
a prospective judtification of the cited rates in accordance with the criteria established under the
statutes cited above.

Specificaly, the examiners requested Company representatives to identify the increased risk
factors associated with the reissue rate for coverage in those Colorado Counties where the
reissue discount factor was less than 50% and where such discount was not available at 50%
for the five year term available in most Colorado Counties. It was requested that the
Company’ s response include sufficient financid and Satistical data to demongtrate the above
cited rates and/or rating rules were not inadequate, excessive, or unfairly discriminatory in
accordance with 10-4-401 et seq., C.R.S.

Again, conddering the overal rationale for reissue rates, the Company was asked to identify the
increased risk factors associated with lender’ stitle policiesissued in El Paso county where the
reissue discount alowance was 5% less than any other Colorado county specificaly indicating
why the differentid trestment of insureds under lender policiesin El Paso County was not an
excessive, unfairly discriminatory rate as defined by §810-4-401 et seq.

The Company’ s response to the examiners' request for statistical and financid judtification of the
cited reissue discounts was not sufficient judtification of the rating schemes and did not satisfy
the requirements of §10-4-401 et seq., C.R.S. Specifically, the responses did not contain
pertinent supporting financid or gatistical data. 1n addition, the Company’ s responses did not
consider past and prospective loss and expense experience and the responses did not identify

or explain how a reasonable profit provision was incorporated into the development of the cited
county-by-county rate variaions.

COUNTY-BY-COUNTY RATE FLUCTUATIONSFOR L EASEHOL D REISSUE RATES:
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The Company’ srating manua contains the following rating scheme regarding short-term reissue
discounts for leasehold policies:

SHORT TERM RATE:

When an Owner’s plicy for leasehold coverage is ordered with satisfectory
evidence that a prior owner’s, loan or leasehold policy was issued within five
years, the charge will be the following percentage of the charge set forth in the
Basic Schedule of Rates computed at the dollar amount of the prior policy. The
increase, if any, to be computed in accordance with the charges set forth in the
Basic Schedule of Rates in the applicable brackets (all counties except El Paso
County only).

Oto2years............cu.en.. 50%
2todyears.........cooeenee. 75%

When an Owner’s policy for leasehold coverage is ordered within five years of
the origina policy date of a prior owner’s, loan or leasehold policy the charge
will be fifty-five (55) percent of the charge set forth in the Basic Schedule of
Rates computed at the dollar amount of the prior policy. (El Paso County

only).

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 4.4 at p. 23(ed.
effective 1/29/99).

Pursuant to 3 CCR 702-3(3-5-1(V1)(K)), adopted under the authority granted by 810-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and datisticd datato
demonstrate the above cited rate and/or rating rule was not inadequate, excessive, or unfairly
discriminatory as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company
was unable to produce the filings, the examiners requested Company representatives to provide
a prospective judtification of the cited rates in accordance with the criteria established under the
statutes cited above.

The Company’ s response to the examiners request for satistical and financid judtification of the
cited county-by-county rate variation was not sufficient judtification of the rate and did not
satisfy the requirements of 810-4-401 et seg., C.R.S. Specificdly, the Company’s response
did not contain pertinent supporting financia or statistical data. In addition, the Company’s
response did not consider past and prospective loss and expense experience and the response
did not identify or explain how a reasonable profit provison was incorporated into the
development of the cited county-by-county leasehold rate variation.



COUNTY-BY-COUNTY RATE FLUCTUATIONS FOR SUBDIVIDER DISCOUNTS:

The Company’ s rating manua contained the following county-by-county rates discount rate
variaions for subdivider rates.

CHARGE:
50% of the basic schedule of rates.

Larimer County only.
35% of the Basic Schedule of Rates

These rates are gpplicable only when three or more policies are to be issued
insuring three or more different purchasers.

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 5.1 at p. 27(ed.
effective 1/29/99).

Pursuant to 3 CCR 702-3(3-5-1(V1)(K)), adopted under the authority granted by 810-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and datigticd datato
demondtrate the above cited rate and/or rating rule was not inadequate, excessive, or unfairly
discriminatory as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company
was unable to produce the filings, the examiners requested Company representatives to provide
a prospective judtification of the cited rates in accordance with the criteria established under the
statutes cited above.

Moreover, considering the Company’s overdl rationde for asubdivider’ s discount rate, the
examiners requested the Company to identify the increased risk factors associated with title
coverage in dl Colorado Counties other than Larimer County, specificaly identifying why the
subdivider rate was 15% lower in al Colorado Counties other than Larimer County.

The Company’ s response to the examiners request for satistical and financid judtification of the
cited county-by-county rate variation was not sufficient justification of the rate and did not
satisfy the requirements of 810-4-401 et seq., C.R.S. Specifically, the Company’ s response
did not contain pertinent supporting financia or satistical deta. In addition, the Company’s
response did not consider past and prospective loss and expense experience and the response
did not identify or explain how areasonable profit provision was incorporated into the
development of the cited county-by-county subdivider rate variation.
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COUNTY-BY-COUNTY RATE FLUCTUATIONS; GENERALLY:

In addition to the Company rating rules discussed above, areview of statewide rate filings made
by the Company and or its Colorado agents, raised certain questions regarding whether the
Company’ s statewide rating scheme complied with the requirements of Colorado law.
Specificdly, the examiners questioned whether variances in rate charges among different
Colorado counties was unfairly discriminatory under Colorado law or whether the county-by-
county rating scheme in the business of title insurance resulted in excessive rates.

For ingance, the Company’ s rate filings effective during the period under examination for
Boulder and Denver county results in different rates charged in each county. The premium
charge for abasic ALTA owner’s policy in Denver County was $753.00 on a 100,000 home,
or $7.53 per thousand. Each additiond thousand dollars of coverage for coverage between
$100,000 and $500,000 carried an additional premium charge of $1.95 per thousand.

The premium charges for the same coverage in Boulder County was $555.00 on a 100,000
home, or $5.55 per thousand. Asin the case of Denver County, each additiona thousand
dollars of coverage over and above the 100,000 but less than $500,000 carried an additional
premium charge of $1.95 per thousand.

Pursuant to 3 CCR 702-3(3-5-1(V1)(K)), adopted under the authority granted by 810-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financid and Satidticd data
demondtrating the above cited rates and rating rules were not inadequate, excessive, or unfarly
discriminatory in accordance with 10-4-401 et seq., C.R.S. The Company was unable to
produce a copy of the reports so the examiners requested Company representatives to produce
financid and datidticd judtification of the rate in question.

Specificdly, the examiners requested the Company to identify factors supporting disparate
premium charges among several Colorado Counties. The Company was informed that its
response should be a detailed answer describing past and prospective loss and expense
experience. The Company was aso asked to demonstrate how a reasonable profit provison is
incorporated into the Company’ s premium charges for title coverage, specificaly indicating how
the Company’ s investment income offsets the reasonabl e profit provison.

Furthermore, congdering the significant reduction in premium charges for the first 100,000 in
coverage in Boulder County as compared to Denver County, the Company’ s response was to
address and judtify why the per unit premium charge for coverage over 100,000 was not
reduced in Boulder County commensurate with the reduction for the first $100,000 specifically
addressing why the filed rate provided for a premium reduction for the first $100,000 of
coverage in Boulder County, however, the premium charge for each $1,000 of coverage
between $100,000 and $500,000 was the same in Boulder County asit was in Denver County
where the first $100,000 of coverage was 36% higher than Boulder County.
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The Company’ s response to the examiners request for Satistica and financid judtification of the
county-by-county rate fluctuations was not sufficient judtification of the cited rates and did not
satisfy the requirements of 810-4-401 et seg., C.R.S. Specificdly, the responses did not
contain pertinent supporting financia or satistical data. 1n addition, the Company’ s responses
did not consider past and prospective loss and expense experience and the response did not
identify or explain how areasonable profit provison was incorporated into the development of
county- by-county rate fluctuations.

VARIOUSENTITY SPECIFIC DISCOUNTS:

The Company’ srating manud contained the following regarding a governmentd entity The
Company’ s rating manud contained the following regarding reduced premium charges for
governmentd entities

GOVERNMENTAL RATE-EL PASO COUNTY ONLY

A charge of 50% of the Basic Rate may be charged as to owner’s insurance
properly paid for by a governmentd, federd, state, municipad and/or affiliated
agency on a 1-4 family resdence.

Fidelity Nationa Title Insurance Company, 1999 BASE RATE FILING, Section 1.13 at p. 5(ed.
effective 1/29/99).

In addition to the above, the Company’ s rating manual contained the following discount for
eleemosynary inditutions and churches.

CHURCHES OR CHARITABLE NON-PROFIT ORGANIZATIONS:

A charge of 50% of the basic schedule of rates may be charged as to owner’s
and/or lender’s insurance properly paid for by insured churches, charitable or
like deemaosynary non-profit organizations on property dedicated to church or
charitable use within the normd activities for which such entities were intended.
The Basc Rate, with one discount, gpplies on policies issued on dl other

property.

Fidelity Nationd Title Insurance Company, 1999 BASE RATE FILING, Section 1.12 at p. 5(ed.
effective 1/29/99).

Pursuant to 3 CCR 702-3(3-5-1(VI)(K)), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 and
2000 3 CCR 702-3(3-5-1) Attachment A filings containing financia and satigtica data
demondtrating the above cited rates and rating rules were not inadequate, excessive, or unfairly
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discriminatory in accordance with 10-4-401 et seq., C.R.S. The Company was unableto
produce a copy of the reports so the examiners requested Company representatives to produce
financid and datisticd judtification of the rate in question.

The Company’ s response to the examiners request for datistica and financid judtification of the
two cited entity specific discounts were not sufficient justifications of the cited rates and did not
satisfy the requirements of 810-4-401 et seg., C.R.S. Specificaly, the responses did not
contain pertinent supporting financid or Satistical data. In addition, the Company’ s responses
did not consider past and prospective loss and expense experience and the response did not
identify or explain how areasonable profit provison was incorporated into the development of
the cited entity specific discounts.

Recommendation #8:

Within 30 days, the Company should demonstrate why it should not be consdered in violaion
of 810-4-403(1), C.R.S., and 3 CCR 702-3 (3-5-1)(V1)(K) as applicable to the findings
addressed in the text above. In the event the Company is unable to provide such
documentation, it should be required to provide the Colorado Divison of Insurance with
adequate financid and dtatistical data of past and prospective loss and expense experience to
judtify the cited Company premium rates, fees, and charges. Thefiling should specificaly
identify and explain how areasonable profit provison isincorporated into the devel opment of
the Company’ s premium rates, fees and charges.

In addition, the Company should be required to provide written assurance that it will comply
with the requirements of 3 CCR 702-3(3-5-1)(VI11)(K) and submit an annud filing to the
Colorado Divison of Insurance of sufficient financid data (and Satigticd dataif requested by the
Commissoner) for the Commissioner to determineif said title entities rates asfiled in thetitle
entities schedule of rates are inadequate, excessive, or unfairly discriminatory in accordance
with 10-4-401, C.R.S. et seq.




Issuel: Using rates and/or rating rulesnot on file with the Colorado Division of
I nsurance and/or misapplication of filed rates.

Section 10-4-401(3), C.R.S,, provides:

(b) Type Il kinds of insurance, regulated by open competition between insurers,
including fire, casudty, inland marine, title insurance, and al other kinds of
insurance subject to this part 4 and not specified in paragraph (a) of this
subsection (3), including the expense and profit components of workers
compensation insurance, which shal be subject to dl the provisons of this part
4 except for sections 10-4-405 and 10-4-406. Concurrent with the effective
date of new rates, type Il insurers shdl file rating data, as provided in section
10-4-403, with the commissioner.

Additiondly, Section 10-3-1104(1)(f), C.R.S,, defines unfair discrimination as.

(I Making or permitting any unfair discrimination between individuas of the
same class or between neighborhoods within a municipdity and of essentidly
the same hazard in the amount of premium, policy fees, or rates, charged for
any policy or contract of insurance, or in the benefits payable thereunder, or in
any of the terms or conditions of such contract, or in any other manner
whatever;

Conggent with the provison of 810-4-401 et seq., 3 CCR 702-3(3-5-1) requires dl title
insurers offering coverage in Colorado to comply with Colorado laws and regulations regarding
rates and rating practices. Specificaly, the regulation providesin pertinent parts:

IV. SCHEDULE OF RATES, FEES AND CHARGES--TITLE INSURANCE
POLICIES

A. Evey title insurer shal adopt, print and make available b the public a
schedule of rates, fees and charges for regularly issued title insurance policies
including endorsements, guarantees and other forms of insurance coverages,
together with the forms gpplicable to such fees. . .

...G. Such schedule must be filed with the Commissioner in accordance with
Part 4 of Article 4, Title 10, C.R.S,, and Section 118, Article 11, Title 10,
C.R.S, and any applicable regulation or regulations on rates, rate filings, rating
rules, classfication or satistical plans. . . .

. ..J. No title entity shdl quote any rate, fee or make any charge for a title
policy to any person which is more or less than that currently available to others
for the same type of title policy in alike amount, covering property in the same
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county and involving the same factors as st forth in its then currently effective
schedule of rates, fees and charges. . . .

. .V. SCHEDULE OF FEES AND CHARGES--CLOSING AND
SETTLEMENT SERVICES

A. Eveay title entity shdl adopt, print, and make available to the public a
schedule of fees and charges for regularly rendered closing and settlement
services. . . .

.. .F. Such schedule mugt be filed with the Commissioner in accordance with
Section 118, Article 11, Title 10, C.R.S, and Part 4 of Article 4, Title 10,
C.R.S, and any gpplicable regulation or regulations on rates, rate filings, rating
rules, classfication or Setigtica plans. . . .

..I. No title entity shal quote any fee or make any charge for closng and
Settlement services to any person which is less than that currently avallable to
others for the same type of closng and settlement services in a like amount,
covering property in the same county and involving the same factors, as set forth
in itsthen currently effective schedule of fees and charges.

Colorado Insurance Regulation 3 CCR 702-5(5-1-10)(111)(B)(2) and (4) provide:

(1) Every property and casudty insurer, including workers compensation and
title insurers, are required to file insurance rates, minimum premiums, schedule
of rates, rating plans, dividend plans, individud risk modification plans,
deductible plans, rating classfications, territories, rating rules, rate manuas and
every modification of any of the foregoing which it proposesto use. Such filings
must state the proposed effective date thereof, and indicate the character and
extent of the coverage contemplated.

(4) Each rate filing must be accompanied by reting data, as specified in § 10-4-
403, C.R.S, including a a minimum past and prospective loss experience, loss
costs or pure premium rates, expense provisons, and reasonable provisions for
underwriting profits and contingencies, consdering invesment income from
unearned premium reserves, reserves from incurred losses, and reserves from
incurred but not reported |osses



TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
14,355 100 76 76%

An examination of 100 systematically sdlected underwriting and accompanying escrow files,
representing .70% of dl title policies issued by the Company in Colorado during the period
under examination, showed 76 exceptions (76% of the sample) wherein the Company issued
title insurance policies usng rates and/or rating rules not on file with the Divison of Insurance
and/or failed to use rates on file with the Colorado Divison of Insurance when issuing policies of
insurance.

Many files reviewed contained more than one rating error, however, to maintain sample
integrity, each file was considered as a singular exception regardless of the total errors contained
inthefile. Thus, the exception frequency reported above was 76%, however the 100 files
reviewed contained atotal of 162 premium rating errors. The following chart containsa
breakdown of the findings by coverage:

Type of Number of % to Range of Errors
Coverage Errors Sample
(fileerrors)

Owner’s 47 errors 47% Over: $2.00 to $420.00 (13 errors)
(47 files) Under: $2.00 to $534.00 (34 errors)

Lender’'s 39 errors 38% Over: $5.00 to $405.00 (21 errors)
(38files) Under: $1.92 to $1,109.00 (18 errors)

Endor sements 76 errors 44% Over: $5.00 to $45.00 (61 errors)
(44 files) Under: $2.60 to $35.00 (15 errors)
Total 162 76%* Over: $2.00 to $420.00 (95 errors)

errors* Under: $1.92 to $1,109.00 (67 errors)
(76 files)

* Totals for files and percentages consider counting afile with multiple errors as a single exception.
** Range of error does not include rounding errors.

All 136 errors were rate misca culation errors resulting in an additional 95 overcharges ranging
between $2.00 and $420.00 and 67 undercharges ranging between $1.92 and $1,109.000.

In addition, the initid list of policiesissued by the Company in Colorado during the period under
examinaion did not include limited ligbility title insurance policiesissued by the Company during
the examination period. Based on this information, the examiners requested the Company to
provide aligt of limited liability policies issued by the Company from July 1, 1999 to June 30,
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2000. The examiners systematicaly selected 50 limited liability policies from that lit for further
review. The examiners findings pertinent to the Company’ s rating practicesin regards to these
limited lighility policies were asfollows

LIMITED LIABILITY TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
1,258 50 3 6%

An examination of 50 systematically sdected underwriting files, representing 3.97% of al limited
ligbility title policiesissued by the Company in Colorado during the period under examingtion,
showed 3 exceptions (6% of the sample) wherein the Company issued limited lighility title
insurance policies uang rates and/or rating rules not on file with the Divison of Insurance and/or
falled to use rates on file with the Colorado Division of Insurance when issuing policies of
insurance.

Specificaly, during the period under examination the Company had afiled flat rate of $150.00°
for Lender’s Abbreviated Guarantees (FLAGS) issued in Colorado. In one instance the
Company issued aFLAG policy but failed to collect any premium charges resulting in a
$150.00 undercharge. In the remaining instances the Company charged $125.00 to issue
FLAG policesresulting in two (2) undercharges of $25.00 each.

Recommendation #9:

Within 30 days the Company should provide documentation demongtrating why it should not be
consdered in violation of 88 10-3-1104(1)(f)(1) and 10-4-403, C.R.S,, and thefiling
requirements of 3 CCR 702-3(3-5-1). In the event the Company is unable to provide such
documentation, it should be required to provide assurances that dl future policieswill be issued
in accordance with filed company rates and dl premium charges will accurately reflect rates on
filewith the Colorado Division of Insurance.

The Company should aso be required to perform a self-audit from June 1, 1999 to present and
return any excess monies collected as determined by the self-audit. The sdf-audit should be
performed in accordance with Colorado guiddines for sdif-audits.

* Rate effectivein al counties other than El Paso where the filed rate for a FLAG was $75.00.
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Issue J: Failureto maintain adequate policy recordsand/or other information
necessary for reconstruction of the rating and/or underwriting of title policiesissued by
the Company.

Pursuant to the authority granted by 8§ 10-1-109, C.R.S,, Colorado Insurance Regulation 1-1-7
was adopted to assst the commissioner in carrying out market conduct examinationsin
accordance with Colorado law. Colorado Insurance Regulation 1-1-7 providesin pertinent

parts:
B. RECORDS REQUIRED FOR MARKET CONDUCT PURPOSES

1. Every insurer/carier or related entity licensed to do business in this date
shal maintain its books, records, documents and other business records so
that the insurer's/carrier's or related entity's clams, rating, underwriting,
marketing, complaint, and producer licenang records are readily avalable
to the commissioner. Unless otherwise stated within this regulation, records
shall be maintained for the current calendar year plus two cdendar years.

2. A policy record shal be maintained for each policy issued in this date.
Policy records shdl be maintained for the current policy term, plus two
cdendar years, unless otherwise contractudly required to be retained for a
longer period. Provided, however, documents from policy records no
longer required to be maintained under this regulation, which are used to
rate or underwrite a current policy, must be maintained in the current policy
records. Policy records shal be maintained as to show clearly the policy
term, badis for rating and, if terminated, return premium amounts, if any.
Policy records need not be segregated from the policy records of other
dates so long as they are readily available to the commissioner as required
under this rule. A separate copy need not be maintained in the individud
policy records, provided that any data relatiing to that policy can be
retrieved. Policy records shdl include:

b. Thegpplication for each palicy, if any;

c. Dedadion pages, endorsements, riders, termination notices, guidelines or
manuals associated with or used for the rating or underwriting of the policy.
Binder(s) shal be retained if a policy was not issued; and

d. Other information necessxy for recondruction of the raing and
underwriting of the policy.
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TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
14,355 100 28 28%

An examination of 100 systematically sdlected underwriting and accompanying escrow files,
representing .70% of dl title policiesissued by the Company in Colorado during the period
under examination showed 28 exceptions (28% of the sample) wherein the Company failed to
adequatdy document underwriting/rating files sufficient to dlow the examiners to determine
compliance with Colorado law.

Nineteen (19) of the 28 files were not sufficiently documented to alow the examinersto
reconstruct premium rates charged and/or to determine whether the Company wasin
compliance with or followed its own rating rules and/or underwriting guidelines when gpplying
certain rate discounts.

Specificdly, in these Nineteen (19) instances the file reviewed did not contain a copy of an
invoice, HUD-1, or other documentation demonstrating the actua charges made in connection
with issuing the title policy and/or closing the transaction. One file was so poorly documented
that it did not contain any information regarding the Company’ s basis for rating the policies
contained in the file. Nether the commitments nor the copies of the palicies in the file indicated
the proposed or actud premium charged for any of the file policies and thefile did not contain
any invoices, canceled checks, or other information regarding the premium charged.

Nine (9) of the 28 files were not sufficiently documented to alow the examiners to reconstruct
premium charges for endorsementsissued. In these nine (9) instances the Company issued
severd endorsements aong with the accompanying lender’ s and/or owner’s coverage. In each
ingtance the file was not documented to show the individua charges for each endorsement and
instead showed a charge representing the sum of dl endorsementsissued. Indl nine (9)
instances the total endorsement charges did not equate with the charges calculated by
examine’'s and, snce the files were not documented to show the individud; charges for each
endorsement, the examiners were unable to verify the rate charged for each individua
endorsement and/or specificdly identify the mischarge. Failing to adequately document files (i.e.
itemize charges) to dlow the examiners to recongtruct rates is not in compliance with 3 CCR
702-1(1-1-7).°

One (1) of the 28 files did not contain copies of the underlying policies issued.

® Seealso, Issue C supra (misrepresenting the benefits, advantages, conditions or terms of insurance
policies by omitting applicable endorsements).
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Recommendation #10:

Within 30 days, the Company should provide written documerntation demongrating why it
should not be considered in violation of 3 CCR 702-1(1-1-7), as authorized by §10-1-109,
C.R.S. Inthe event the Company is unable to provide such documentation, it should be
required to provide evidence demonstrating the Company has reviewed its procedures
pertaining to record maintenance to ensure future compliance with the regulation.

Once the Company has reviewed those procedures, the Company should be required to
demondtrate it has amended its record keeping and file maintenance practices and implemented
procedures which will assure underwriting fileswill be maintained so eech file contains
declaration pages, endorsements, riders, guidelines or manuals associated with or used for the
rating or underwriting title policies, and any other information necessary for recongtruction of the
rating and underwriting of the policy.
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RATING SECTION 2

Pertinent Factual Findings for Schedule of
Rates, Fees & Charges

CLOSING & SETTLEMENT SERVICES.
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Issue K: Using closing and settlement service fees and charges not on file with the
Colorado Division of Insurance.

Section 10-4-401(3), C.R.S. provides:

(b) Typell kinds of insurance, regulated by open competition between

insurers, including fire, casudty, inland marine, title insurance, and al other kinds
of insurance subject to this part 4 and not specified in paragraph (a) of this
subsection (3), including the expense and profit components of workers
compensation insurance, which shal be subject to dl the provisons of this part
4 except for sections 10-4-405 and 10-4-406. Concurrent with the effective
date of new rates, type Il insurers shdl file rating data, as provided in section
10-4-403, with the commissioner.

Additiondly, Section 10-3-1104(1)(f), C.R.S,, defines unfair discrimination as.

(I Making or permitting any unfair discrimination between individuas of the
same class or between neighborhoods within a municipdity and of essentidly
the same hazard in the amount of premium, policy fees, or rates, charged for
any policy or contract of insurance, or in the benefits payable thereunder, or in
any of the terms or conditions of such contract, or in any other manner
whatever;

Conggtent with the provison of 810-4-401 et seq., 3 CCR 702-3(3-5-1) requires dl title
insurers offering coverage in Colorado to comply with Colorado laws and regulations regarding
rates and rating practices. Specificaly, the regulation providesin pertinent parts:

IV. SCHEDULE OF RATES, FEES AND CHARGES--TITLE INSURANCE
POLICIES

A. Every title insurer shal adopt, print and make available to the public a
schedule of rates, fees and charges for regularly issued title insurance policies
including endorsements, guarantees and other forms of insurance coverages,
together with the forms applicable to such fees. . .

...G. Such schedule mugt be filed with the Commissioner in accordance with
Part 4 of Article 4, Title 10, C.R.S,, and Section 118, Article 11, Title 10,
C.R.S, and any applicable regulation or regulations on rates, rate filings, rating
rules, classfication or Setigtica plans. . . .

. ..J. No title entity shdl quote any rate, fee or make any charge for a title
policy to any person which is more or less than that currently available to others
for the same type of title policy in alike amount, covering property in the same
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county and involving the same factors as st forth in its then currently effective
schedule of rates, fees and charges. . . .

. .V. SCHEDULE OF FEES AND CHARGES--CLOSING AND
SETTLEMENT SERVICES

A. Evey title entity shal adopt, print, and make available to the public a
schedule of fees and charges for regularly rendered closing and settlement
services. . . .

.. .F. Such schedule must be filed with the Commissoner in accordance with
Section 118, Article 11, Title 10, C.R.S,, and Part 4 of Article 4, Title 10,
C.R.S, and any gpplicable regulation or regulations on rates, rate filings, rating
rules, classfication or Setigtica plans. . . .

. .I. No title entity shall quote any fee or make any charge for closing and
Settlement services to any person which is less than that currently available to
others for the same type of closng and settlement services in a like amount,
covering property in the same county and involving the same factors, as set forth
in its then currently effective schedule of fees and charges.

Colorado Insurance Regulation 3 CCR 702-5(5-1-10)(111)(B)(2) and (4) provide:

(1) Every property and casudty insurer, including workers compensation and
title insurers, are required to file insurance rates, minimum premiums, schedule
of rates, rating plans, dividend plans, individud risk modification plans,
deductible plans, rating classfications, territories, rating rules, rate manuas and
every modification of any of the foregoing which it proposesto use. Such filings
must state the proposed effective date thereof, and indicate the character and
extent of the coverage contemplated.

(4) Each rate filing must be accompanied by rating data, as specified in § 10-4-
403, C.R.S, including a a minimum past and prospective loss experience, loss
costs or pure premium rates, expense provisons, and reasonable provisions for
underwriting profits and contingencies, consdering invesment income from
unearned premium reserves, reserves from incurred losses, and reserves from
incurred but not reported |osses

The following sample demongtrated that the Company conducted closing and settlement
services in Colorado during the period under examination and collected unfiled rates, fees, and
charges for such services and/or deviated from the filed rate when caculating or assessing such
charges.



TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
14,355 100 81 81%

An examination of 100 systematically sdlected underwriting and accompanying escrow files,
representing .70% of dl title policies issued by the Company in Colorado during the period
under examination showed 81 exceptions (81% of the sample) wherein the Company
conducted red estate closing and settlement services in coordination with the issuance of title
insurance policies and collected fees and charges for the closing and settlement serviceswhich
deviated from the Company’s closing and settlement services fee schedule filed with the
Colorado Divison of Insurance.

Many files reviewed contained more than one rating error, however, to maintain sample
integrity, each file was consdered as a singular exception regardiess of thetotd errors contained
inthefile. Thus, the exception frequency reported above was 80%, however the 100 files
reviewed contained atota of 236 closing and settlement rating errors. All rating errorsfel into
specific sub-categories of closing and settlement fees and charges as discussed and outlined
below.

OVERCHARGES FOR MISCELLANEOUS FEES ASSOCIATED WITH
REAL ESTATE & LOAN CLOSINGS CONDUCTED IN COLORADO

Tax Certificate Charges

Fifty-seven (57) of the eighty-one (81) reported files (57% of the sample) contained
overcharges rdated to tax certificates obtained by the Company prior to issuing title policies as
required by 810-11-122, C.R.S. and on behdf of insureds in conjunction with closng services
performed by the closing entity. Specificdly, areview of 100 underwriting files demondrated
that, during the period under examination, the Company had a practice of charging aflat rate for
tax certificates obtained in compliance with 810-11-122, C.R.S. and in conjunction with
closngs services regardless of the actua cost incurred in obtaining the tax certificate.
Notwithstanding this practice, the Company’s January 29, 1999 fee schedulefiling effectivein
Colorado during the period under examination in Adams, Arapahoe, Jefferson, Douglas, and
Denver counties contained the following regarding incidenta closing charges:

15. Misc. charges for freight, recording, $ cost
updating statements, attorney’ s fees, phone
charges, forms and facamiles

16. D. Courier, overnight, ect $ cost
17. E Tax Cetificaes $ cost
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18. F. Bank Charge-wires $ cost
19. G. Bank Charge-cahier’s check $ cost
20. H. Bank Charge-certified check $ cost
21. |. Bank Charge-stop payment $ cost

Fidelity Nationd Title Insurance Company, FIDELITY NATIONAL TITLE INSURANCE COMPANY
FEES& RULES GOVERNING ISSUANCE OF TITLE COMPANY COMMITMENTS, POLICIES, AND
ENDORSEMENTSIN THE STATE OF COLORADO, 8VIII, Article 8.2, § | at page 48 10 (ed.
effective 11/29/99).

The practice of charging aflat rate for tax certificates (county- by-county flat rate fees ranged
between $13.00 and $25.00) generdly resulted in the Company charging excess funds for tax
certificates obtained. In forty-nine (49) of these fifty-seven (57) instances the flat fee was
charged in derogetion of the cited rule. In the remaining eight (8) instances, since the Company
faled to file any flat rate for tax certificates with the Colorado Division of Insurance, the monies
collected in excess of the actud cost of obtaining the tax certificates resulted in the collection of
an unfiled fee and gpplication of an unfiled rate. Thefifty-seven (57) errorsresulted in
overcharges ranging between $3.00 and $15.00 on a per file basis.

Misapplication of Express Fee Charges

In fifty-three (53) of the eighty-one (81) reported files (53% of the sample), the Company
collected monies from insureds for express mail and/or courier charges. Furthermore, areview
of 100 systematically sdected underwriting and escrow files demondtrated that, whenever a
closing required an express mailing, the Company’ s practice was to charge aflat fee for the
chargesincurred. Theseflat fees ranged by county from $15.00 to $25.00 per mailing.
Notwithstanding this practice, the Company’s January 29, 1999 fee schedulefiling effectivein
Colorado during the period under examination in Adams, Arapahoe, Jefferson, Douglas, and
Denver counties contained the following regarding incidental closing charges:

15. Misc. charges for freight, recording, $ cost
updating statements, attorney’ s fees, phone
charges, forms and facamiles

16. J.  Courier, overnight, ect $ cost
17. K. Tax Cetificates $ cost
18. L. Bank Charge-wires $ cost
19. M. Bank Charge-cahier’s check $ cost
20. N. Bank Charge-certified check $ cost
21. O. Bank Charge-stop payment $ cost



Fidelity Nationd Title Insurance Company, FIDELITY NATIONAL TITLE INSURANCE COMPANY
FEES& RULES GOVERNING ISSUANCE OF TITLE COMPANY COMMITMENTS, POLICIES, AND
ENDORSEMENTSIN THE STATE OF COLORADO, 8VIII, Article 8.2, § | at page 48 10 (ed.
effective 11/29/99).

Asindicated above, none of the Company’ s rates on file with the Colorado Division of
anticipate or provide for any additiona charges or fees over and above the actud costsincurred
for any express mailing conducted in association with express ddlivery charges. Contra, the
cited portion of the Company’s fee schedule indicated that, in those enumerated counties, the
filed charge for an express mailing was the actud cost of the mailing. The company charged
excess monies in derogation of the cited filed fee schedule in forty-eight (48) of the fifty-three
(53) files reported here. In the remaining five (5) instances the Company charged aflat feein
excess of the actual cost incurred for conducting express mailings, however, the Company did
not have arate filing to support this practice. Since the actuad chargesincurred in relation to
these mailing charges were not documented in any of the files reported here, arange of error in
overcharges was not discernable.

Release Fees

In thirty (30) of the eighty-one (81) reported files (30% of the sample), the Company collected
monies from insureds for recording releases and/or facilitating the recordation of releases.
Further review of 100 systematically sdlected underwriting and, where gpplicable,
accompanying escrow files demonsgtrated that, whenever a closing required recordation of a
release, the Company’ s practice was to charge aflat fee for the facilitation of obtaining and
recording the release. The Company’sflat fee for obtaining and recording such releases
generaly ranged between $19.00 and $26.00 per release. Notwithstanding this practice, the
Company’s January 29, 1999 fee schedulefiling effective in Colorado during the period under
examination in Adams, Aragpahoe, Jefferson, Douglas, and Denver counties contained the
following regarding incidenta closing charges:

15. Misc. charges for freight, recording, $ cost
updating statements, attorney’ s fees, phone
charges, forms and facamiles

16. P. Courier, overnight, ect $ cost
17. Q. Tax Cetificates $ cost
18. R. Bank Charge-wires $ cost

19. S. Bank Charge-cahier’s check $ cost
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20. T. Bank Charge-certified check $ cost
21. U. Bank Charge-stop payment $ cost

Fidelity Nationd Title Insurance Company, FIDELITY NATIONAL TITLE INSURANCE COMPANY
FEES& RULES GOVERNING |SSUANCE OF TITLE COMPANY COMMITMENTS, POLICIES, AND
ENDORSEMENTSIN THE STATE OF COLORADO, 8VIII, Article 8.2, § | at page 48 10 (ed.
effective 11/29/99).

As indicated above, none of the Company’s fee schedules filed with the Colorado Divison of
anticipate or provide for any additiona charges or fees over an above the actua costsincurred
for obtaining releases. These overcharges ranged between $1.00 and $26.00.

Deedsof Trust

In ten (10) of the eighty-one (81) files the Company overcharged/undercharged the insured for
fadilitating ad recording a Deed of Trust. In one (1) instance the Company failed to charge the
insured for the recording resulting in @ $15.00 undercharge. In the remaining nine (9) ingtances
the Company should have, in the absence of afiled rate to the contrary, chaerged the actua cost
of therecording. In these instances, however, the Company charged excess monies to record
the respective Deed of Trust. These overcharges ranged between $1.00 and $20.00.° Seven
(7) of these overcharges were made in derogation of the Metro areafee schedulefiling cited in
the text above.

Warranty Deeds

In sx (6) of the eighty-one (81) files the Company overcharged/undercharged the insured for
facilitating and recording the Warranty Deeds. 1n one (1) instance the Company failed to
charge the insured for the recording resulting in @ $60.00 undercharge. In the remaining nine (5)
ingtances the Company should have, in the absence of afiled rate to the contrary, charged the
actua cost incurred by the Company to record the respective Warranty Deed, however, the
Company charged excess monies for the recordings. In these instances the Company
overcharged the insured amounts ranging between $1.00 and $5.00.” Three (3) of these

® Prior to July 1, 1999 the normal fee or actual charge to record a Deed of Trust was $6.00 for the first page
and $5.00 for each page thereafter. The $6.00 charge for thefirst page included a statutory $1.00 central
indexing fee. Effective July 1, 1999, the Colorado State L egislature repeal ed the statutory $1.00 indexing fee
for recordings reducing the actual charge for recordings by $1.00. Four (4) of the instances reported here
were $1.00 overcharges resulting form the Company’ s failure to cease charging the repealed indexing fee.

" Prior to July 1, 1999 the normal fee or actual charge to record aWarranty Deed was $6.00 for the first page
and $5.00 for each page thereafter. The $6.00 charge for thefirst page included a statutory $1.00 central
indexing fee. Effective July 1, 1999, the Colorado State L egislature repealed the statutory $1.00 indexing fee
for recordings reducing the actual charge for recordings by $1.00. Two (2) of the instances reported here
were $1.00 overcharges resulting form the Company’ s failure to cease charging the repealed indexing fee.
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overcharges were made in derogation of the Metro area fee schedulefiling cited in the text
above.
Document Preparation

In fourteen (14) of the eighty-one (81) files Company charged document preparation charges,
however, the Company’ s rate filing effective during the period under examination did not
support such acharge or fee resulting in fourteen (14) overcharges ranging between $5.00 and
$35.00.

Miscellaneous Fees Associated with Closings

Three (3) of the eighty-one (81) reported files (3% of the sample) contained overcharges
assessed by the Company and/or its agents for miscellaneous expensesincurred in the course of
conducting red estate and/or loan closings. Such expenses included obtaining rel eases,
miscellaneous scrivener and document preparation charges and various recordings. Many of
the overcharges resulted from Company agents charging flat rates to defray the cogts of such
services.

Since neither the Company or its agents had a printed schedule of closing and settlement service
fees and charges containing any such flat rate charges, al monies collected in excess of the
actua cost of performing or obtaining such goods or services resulted in the collection of
excessive sarvice charges. In addition, since such charges were not assessed consistently, the
excess charges were unfairly discriminatory for those insureds paying the higher charges. This
practice resulting in overcharges of $10.00 charged as cashier’ s check charge, $15.00 charged
as an assgnment fee, and $50.00 charged as a dishursement fee. The chargesin thesefiles
were unfarly discriminatory insomuch as the charges were not routindly made and arbitrarily
assessed in these three (3) instances.

OVERCHARGES & MISCALCULATIONSOF FILED CLOSNG FEES

Closing Fees

Forty-four (44) of the eighty-one (81 ) reported files (44% of the sample) contained rating
errors® in which the Company deviated from the Company’ s schedule of fees and charges for
regularly rendered closing and settlement services, filed with the Colorado Divison of Insurance.
Specificdly, the files contained rating errors in which the Company made charges for basic
closing feesthat deviated from the Company’sfiled fee schedule. The Forty-four (44) files
contained atota of sixty-three (63) errors resulted in thirty-five (35) overchargesranging

& Many of the forty-four (44) files reported here contained rating errors regarding closing fees for both the
real estate and lender closing transaction. Where multiple closing fee errors occurred within afile, thefile
was only reported as asingle error.
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between $15.00 and $225.00 and twenty-eight (28) undercharges ranging between $20.00 and
$150.00.°

Twenty-nine (29) of the forty-four (44) files contained reting errors for charges
asociated with red estate closings. Of these twenty-nine (29) files, eghteen (18) files
contained errors resulting in overcharges ranging between $15.00 and $225.00. Eleven
(12) files contained undercharges ranging between $20.00 and $150.00.

Thirty-four (34) of the forty-four (44) files contained rating errors for charges associated
with loan closings. Of these forty-four (44) files, seventeen (17) files contained errors
resulting in overcharges ranging between $30.00 and $175.00. Theremaining
seventeen (17) files contained rating errors resulted in undercharges ranging between
$20.00 and 120.00.

Theinitid ligt of policies issued by the Company in Colorado during the period under
examination did not include limited liability title insurance policies issued by the Company during
the examination period. Based on this information, the examiners requested the Company to
provide aligt of limited liability policies issued by the Company from July 1, 1999 to June 30,
2000. The examiners sysematicaly sdlected 50 limited lighility policies from thet ligt for further
review. The examiners findings pertinent to the Company’s

practice of charging an unfiled flat rate for tax certificates obtained in compliance with 810-11-
122, C.R.S. and in conjunction with closings services were as follows:

LIMITED LIABILITY TITLE POLICIESISSUED
July 1, 1999 through June 30, 2000

Population Sample Size Number of Percentageto
Exceptions Sample
460 50 30 60%

An examination of 50 sysematicaly selected underwriting files, representing 11% of dl limited
ligbility title policies issued by the Company in Colorado during the period under examination,
showed 30 ingtances (60% of the sample) wherein the Company performed closing services
and/or obtained tax certificates for insureds and collected unfiled fees and/or unfiled charges for
services rendered in coordination with the closing and/or obtaining said tax certificates.

Tax Certificate Charges
Asin the case of other underwriting and escrow files, areview of the 50 underwriting files for

the limited liability policies demondrated thet, during the period under examination, the
Company charged aflat rate for services rendered in coordination with obtained tax certificates.

® Therange of error reported here is based on the miscal cul ation or misapplication of asingle closing fee,
either real estate or lender. The range does not represent the total monetary error contained in afile with
multiple closing fee errors.
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The Company falled to file the flat rate tax certificate charge with the Colorado Divison of
Insurance. In twenty-eight (28) of the thirty (30) reported files (56% of the sample) the
Company charged the unfiled flat rate for services rendered in coordination with obtaining a
certificate of taxes due resulting in twenty-eight (28) overcharges. The twenty-eight (28) errors
resulted in overcharges ranging between $3.00 and $15.00 on a per file basis.

Closing Fees

Two (2) of the thirty (30) reported files (4% of the sample) contained rating errors in which the
Company agents deviated from the Company’ s schedule of fees and charges for regularly
rendered closing and settlement services, filed with the Colorado Division of Insurance.
Specificdly, the files contained rating errors in which Company agents made charges for basic
closng fees that deviated from the Company or its agent’ sfiled fee schedule. One file contained
rating errors resulting in an overcharge of $15.00 while the other file resulted in an undercharge
of $150.00.

Recommendation #11:

Within 30 days the Company should provide documentation demonstrating why it should not be
conddered in violation of 88 10-3-1104(1)(f)(11) and 10-4-403, C.R.S,, and thefiling
requirements of 3 CCR 702-3(3-5-1). In the event the Company is unable to provide such
documentation, it should be required to demonstrate that it has reviewed its procedures relating
to thefiling of rates and rating rules and has implemented procedures which will assure future
compliance with the filing requirements of the law. Such procedures should include, but not be
limited to, completing annud sef-audits of agency rating practices.
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PERTINENT FACTUAL FINDINGS

Reddting to

CLAIMS SETTLEMENT PRACTICES
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IssuelL: Failureto adopt and/or implement reasonable standardsfor the prompt
investigation of claims.

Section 10-3-1104(2)(h)(11), C.R.S,, defines an unfair claims settlement practice as.

(1) Failing to acknowledge and act reasonably promptly upon communications with respect
to clams arisng under insurance policies.

Section 10-3-1104(1)(h)(111), C.R.S,, defines an unfair claims settlement practice as:

(111) Faling to adopt and implement reasonable standards for the prompt
investigation of clams arisng under insurance policies.

Section 10-3-1104(1)(h)(V1) defines an unfair claims settlement practice as:

(V1) Not attempting in good faith to effectuate prompt, fair, and equitable
settlements of dlamsin which liability has become reasonably clear.

Pursuant to the authority granted by § 10-1-109, C.R.S,, Colorado Insurance Regulation 1-1-7
was adopted to assist the commissoner in carrying out market conduct examinationsin
accordance with Colorado law. Colorado Insurance Regulation 1-1-7 provides in pertinent

part:
C. RECORDS REQUIRED FOR MARKET CONDUCT PURPOSES

3. Clam files shdl be maintained so as to show clearly the inception, handling
and digpostion of each clam. A clam file shdl be retained for the caendar
year in which it is closed plus the next two cdendar years. . . .

. .Records required to be retained by this regulation may be maintained in
paper photograph, microprocess, magnetic, mechanica or eectronic media, or
by any process which accurately reproduces or forms a durable medium for the
reproduction of arecord. A company shal be in compliance with this section if
it can produce the data which was contained on the origind document, if there
was a paper document, in a form which accurately represents a record of
communications between the insured and the company or accurately reflects a
transaction or event. Records required to be retained by thisregulation shdl be
reedily available upon request by the commissioner or adesignee.




OPENTITLE CLAIMS
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
46 46 21 46%

An examindion of 46 systematicaly selected clam files, representing 100% of al Company title
clams open in Colorado during the period under examination, showed, showed 21 exceptions
(46% of the sample) wherein the Company failed to adopt and/or implement reasonable
standards for the prompt investigation of clams arisng under insurance policies.

Many files reviewed contained more than one error, however, to maintain sample integrity, each
file was consdered as asingular error regardless of the total errors contained in thefile. Thus,
the exception frequency reported above was 46%, however the forty-sx (46) dam files
reviewed contained atotal of forty-nine (49) errors. As specified by the heading of thisissue,
these forty-nine (49) errorsfdl into two broad categories. One category was comprised of
errors resulting from the Company’ s failure to implement its own clam handling procedures.
The second category resulted from the Company’ s fallure to adopt certain rules and/or
procedures requisite to facilitate the prompt investigation or handling of dams arisng under title
insurance policies. Specific findings were asfollows.

l. FAILURE TO ADOPT REASONABLE STANDARDS FOR PROM PT
INVESTIGATION OF CLAIMS

FAILURE TO ADOPT PROCEDURESTO AVOID DELAYSIN INVESTIGATING CLAIMS CAUSED
BY ASSIGNING CLAIMSTO OUTSIDE COUNSEL :

Seven (7) of the twenty-one (21) dam files reviewed by the examiners contained dlam handling
delays and/or documentation problems incurred during periods in which claim fileswere
assigned to outside counsd.  In these ingtances the claims manager/attorney handling the
respective clam file retained outsde counsd to investigate and review the clam. Various
documents contained in thesefiles (i.e. |etters, atorney’s bills, telephone notations, and facamile
transmissons) demonstrated the Company’ s claims attorney continued to monitor and/or
periodicdly review each cdlam until the clam was assigned to outsde counsd.

After assgnment to outside counsel the file records were comprised of sporadic notations and
contained lengthy periods of timesin which the files were void of entries evidencing the daims
manager/attorney failed to monitor, document or otherwise update or monitor the respective
clamfileat regular intervas to assure fair, equitable and prompt handling as required by 8810
3-1104(1)(h) et seg., C.R.S. The Company’s clams manua did not contain any rules
regarding monitoring or updating daim filesinvolving outside counsd or other individuas or
entities procured to asss in handling Company clams.
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Whenever an insurer routingly delegates claims handling functions, the insurer should adopt and
implement procedures for monitoring assgned clams to assure the dlam is processing in
compliance with Colorado laws. The Company’ s failure to adopt specific procedures for
monitoring, updating, and/or otherwise tracking open claim files combined with the absence of
adjuster or file notes and lengthy periods of claim file idleness and/or delays in these files
demongtrated noncompliance with 810-3-1104(1)(h)(I11).

FAILURE TO ADOPT PROCEDURESTO AVOID CLAIM RESOLUTION DELAYS:

Four (4) of the twenty-one (21) dam files reviewed by the examiners contained dam handling
delays and/or documentation problems incurred during periodsin which clam fileswere
essentidly resolved and marked for closing pending some follow-up action (i.e. obtaining a
release or recording adocument). In these four (4) instances correspondence with the claimant
had properly ceased because the clams were essentidly resolved. In each ingtance thefile
remained open pending some fina action by the Company other than payment. A problem
discernable from this practice, however, was that reserved files often remained open and idle for
unreasonabl e periods ranging between 166 and 487 days.

A review of the Company’s clam manuad effective in Colorado during the period under
examination demondirated that the Company did not have any claims handling procedures
designed to diminate stuations like those discussed above wherein daims files remained open
and idle for unreasonable periods of time.

FAILING TOADOPT GENERAL PROCEDURESFOR TRACKING AND UPDATING OPEN CLAIM
FILES

Six (6) of the files reported here were files that remained open and idle and/or were void of any
file documentation for excessve periods of time. Specificdly, areview of the Company’s
clams manud effective in Colorado during the period under examination demongtrated that the
Company failed to adopt procedures regarding updating, and/or otherwise tracking open cdlam
files. The manud merdy contained standards for responding to communications, initiating
investigations, paying, and/or initiating action to resolve a clam, however the Company’s clams
manud did not st forth time limitations for periodic review of dam files particularly where the
method of resolution was a course of action other than payment.

In the absence of any clams handling standards for periodic review of open clam fileswhere
the method of resolution was a course of action other than payment, and in the absence of any
other suspense or tickler system, these six (6) files remained open and idle for periods of time
ranging between ninety-two (92) days and seven (7) months.



. FAILURE TO IMPLEMENT COMPANY STANDARDS FOR PROMPT
INVESTIGATION OF CLAIMS

FAILING TO IMPLEMENT COMPANY CLAIM HANDLING RULE- OBTAIN POLICY AND/OR
COMPLETE AGENT POLICY VERIFICATION CHECKLIST IN COMPLIANCE WITH COMPANY
CLAIMSM ANUAL

During the period of examination, July 1, 1999 to June 30,2000, The Company’s
Clams Manud contained the following rule:

We are required to respond to any ‘any communication’ from a claimant that
reasonable suggests that a response is expected, within 15 days.

MANUAL OF PROCEDURES FOR THE HANDLING OF CALIFORNIA TITLE INSURANCE CLAIMS
FORTHE FIDELITY NATIONAL FINANCIAL GROUP OF TITLE INSURERS (ed. 1997), Interna
Procedures for the Handling of Title Claims, &4.

In one (1) of the twenty-one (21) reported files the insured’ s attorney wrote the Company a
letter dated January 20, 1998 requesting the Company to reimburse the insured for attorney’s
feesincurred in an action to vacate a county road located within the insured's property. The
Company failed to implement the cited rule and failed to reply to the January 20, 1998 |etter
within 15 days.

FAILING TO IMPLEMENT COMPANY CLAIM HANDLING RULE—40 DAY WRITTEN NOTICES
REGARDING WHY COVERAGE DECISIONS CouLD NOT BE M ADE

The Company’s clams manud provides in pertinent parts.

If you cannot, within 40 days after receipt of notice of the claim, “accept or
deny the daim” and “accept or deny liability,” then you mugt notify the damant
in writing of the reasons why the determination cannot be made, and you must
continue to do o, in writing, every thirty days.

MANUAL OF PROCEDURESFOR THE HANDLING OF CALIFORNIA TITLE INSURANCE CLAIMS
FORTHE FIDELITY NATIONAL FINANCIAL GROUP OF TITLE INSURERS (ed. 1997), Standards
for Prompt, Fair and Equitable Settlements Applicable To dl Insures, 881 & 2.

In eeven (11) of the twenty-one (21) reported files instances the files were not documented to
show the Company accepted liahility for the claim until periods exceeding 40 days from the
dated Company firgt received notice of the repective dlaim. In the abosence of affirming or
denying coverage within 40 days of receipt of notice of aloss the cited provison of the



Company’s clams manud requires the Company to provide written notices every thirty days
explaining the reasons why the determination could not be made.

The Company failed to comply with ether of these sandards in handling these eleven (11) clam
filesin that the Company failed to provided each of these daimants with written notification of
the reason or reasons why a determination into coverage could not be in made in accordance
with the rule cited above. Furthermore, none of the eleven (11) files reported here were
documented to demonstrate compliance with that portion of the cited Company rule requiring
the Company to provide the insured with 30 day written updates describing why a coverage
decision had not been made.

FAILING TO IMPLEMENT COMPANY RULE— ACKNOWLEDGED CLAIM WITHIN 15 DAYSOF
RECEIPT OF NOTICE

During the period under examination, July 1, 1999 to June 30, 2000, the Company’sclaim
manud contained the following standard regarding acknowledgement of receipt of aclam:

You must acknowledge receipt of a clam notice within 15 days of receipt,
ether in writing or otherwise (with a dated notation in the file). . .Notice of
clam to an insurance agent is considered imputed to the insurance company. . .
Underwritten Title Companies should not be responding to policy cams,
except to date that they are forwarding the clam to the legal department of the
underwriter.

MANUAL OF PROCEDURESFOR THE HANDLING OF CALIFORNIA TITLE INSURANCE CLAIMS
FOR THE FIDELITY NATIONAL FINANCIAL GROUP OF TITLE INSURERS (ed. 1997),
Acknowledging Communications.

In fourteen (14) of the twenty-one (21) reported files the Company failed to acknowledge
receipt of aclam within fifteen (15) days of receipt of notice of the claim as required by
operation of the cited company rule. Seven (7) of the fourteen files were not documented to
show when or if the Company acknowledged receipt of the clam. In the remaining seven (7)
instances the Company failed to acknowledged clams in derogation of the cited Company rule
for periods ranging between 21 and 126 days.

FAILING TO IMPLEMENT COMPANY RULE— POST COVERAGE DECISION UPDATE RULE

During the period under examination the Company’s Clams Manud contained the following
rules regarding monitoring daims and prompt, timely review and investigation of clams.

PAYMENT OR TAKING ACTION TO CORRECT A PROBLEM
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Once lidbility has determined, it may be the amount of ligbility is il
undetermined without further information, or that, pursuant to the terms of the
policy or guarantee, we exercise our option to take action to correct or
minimize the * problem,” you must keep the claimant informed of the satus of the
cam. Once the amount of ligbility is determined, if payment is the option we
are exercising (as opposed to other action permitted by the

palicy,) then, pursuant to the regulations and the provisons of our policies and
guarantees, payment should be made within thirty days.

MANUAL OF PROCEDURESFOR THE HANDLING OF CALIFORNIA TITLE INSURANCE CLAIMS
FOR THE FIDELITY NATIONAL FINANCIAL GROUP OF TITLE INSURERS, Interna Procedures for
the Handling of Claims, §8(ed. 1997).

Infive (5) of the twenty-one (21) reported claims files the Company accepted liability. In each
instance, however, the amount of liability remained undetermined or the Company opted to
resolve the respective clam in another manner. In each instance the file remained open and
active for periods ranging between six (6) months and one (1) year. Although no loss payments
were made during that period for any of the five (5) files reported here, the files were not
documented to show the Company kept the insured or, wherever gpplicable, theinsured's
reprehensive apprised of the status of the respective clam in compliance with the cited
Company rule.

FAILING TO IMPLEMENT COMPANY RULE— ALL REJECTIONSM UST BE IN WRITING
The Company’s clams manud provides in pertinent parts.
1. ALL DENIALSOR REJECTIONS MUST BE IN WRITING. . .

...If you cannot, within 40 days after receipt of notice of the claim, “accept or
deny the daim” and “accept or deny liability,” then you mugt notify the damant
in writing of the reasons why the determination cannot be made, and you must
continue to do o, in writing, every thirty days.

MANUAL OF PROCEDURES FOR THE HANDLING OF CALIFORNIA TITLE INSURANCE CLAIMS
FORTHE FIDELITY NATIONAL FINANCIAL GROUP OF TITLE INSURERS (ed. 1997), Standards
for Prompt, Fair and Equitable Settlements Applicable To al Insures, 881 & 2.

In one (1) of the twenty-one reported files the Company failed to comply with the requirements
of the Company’s Clams Manua when denying coverage. Specificdly, inthisindanceaclam
was denied, however, the initid denid was not provided in writing in compliance with the cited
Company clams handling procedure.

Recommendation #12:




Within 30 days, the Company should provide documentation demongrating why it should not
be consdered in violation of § 10-3-1104(1)(h)(111), C.R.S. In the event the Company is
unable to show such proof, it should provide evidence that it has reviewed al Company rules,
manuas and procedures relating to the investigation and handling of clams and that it has
adopted reasonable procedures to assure the Divison of Insurance that dl damswill be
acknowledged, handled, adjusted, and/or investigated in accordance with Colorado Insurance
Laws.

The Company should dso be required to review its Claims Manua and currents claims handling
procedures and amend, reform, and/or update either the manual or procedures so that the
Company’s Clams Manud is an accurate reflection of current Company clams handling
procedures. Any update or amendments of the manua should incorporate and address changes
in the Company’ s claims operation systems, software, and programs pertinent to processing,
handling, and documenting clams. Highlighted corrected sections of the Company’s Clams
Manua should be submitted to the Market Conduct Section of the Colorado Divison of
Insurance
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Issue M: Failureto produce and/ or maintain adequate claims records for market
conduct review.

Pursuant to the authority granted by 8 10-1-109, C.R.S,, Colorado Insurance Regulation 1-1-7
was adopted to assist the commissioner in carrying out market conduct examinationsin
accordance with Colorado law. Colorado Insurance Regulation 1-1-7 providesin pertinent

parts:
D. RECORDS REQUIRED FOR MARKET CONDUCT PURPOSES

2. Every insurer/carrier or related entity licensed to do business in this dtate
shal maintain its books, records, documents and other business records so
that the insurer'scarrier's or related entity's clams, rating, underwriting,
marketing, complaint, and producer licenang records are readily avalable
to the commissoner. Unless otherwise stated within this regulation, records
shall be maintained for the current calendar year plus two cdendar years.

3. A policy record shdl be maintained for each policy issued in this date.
Policy records shdl be maintained for the curent policy term, plus two
cdendar years, unless otherwise contractudly required to be retained for a
longer period. Provided, however, documents from policy records no
longer required to be maintained under this regulation, which are used to
rate or underwrite a current policy, must be maintained in the current policy
records. Policy records shal be maintained as to show clearly the policy
term, bass for rating and, if terminated, return premium amounts, if any.
Policy records need not be segregated fom the policy records of other
dates so long as they are readily available to the commissioner as required
under this rule. A separate copy need not be maintained in the individua
policy records, provided that any data relatiing to that policy can be
retrieved. Policy records shdl include:

a The gpplication for each palicy, if any;

e. Dedadion pages, endorsements, riders, termination notices, guideines or
manuas associated with or used for the rating or underwriting of the policy.
Binder(s) shal be retained if a policy was not issued; and

f. Other information necessary for recondruction of the ratling and
underwriting of the policy.
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4. Clam files shdl be maintained so as to show dearly the inception, handling
and digpostion of each cdlam. A clam file shdl be retained for the calendar
year inwhichitis closed plus the next two calendar years.

4. Records rdating to the insurer's'carrier’s or related entity's compliance with
this state's producer licensang requirements shdl be maintained, which shal
include the licensing records of each agency and producer associated with
the insurer or related entity. Licensing records shal be maintained so as to
show clearly the dates of the appointment and termination of each producer.

5. The complaint records required to be maintained under Section 10-3-1104,
C.R.S. and Regulation 6-2-1.

Records required to be retained by this regulation may be maintained in paper,
photograph, microprocess, magnetic, mechanica or eectronic media, or by any
process which accurately reproduces or forms a durable medium for the
reproduction of arecord. A company shal be in compliance with this section if
it can produce the data which was contained on the origind document, if there
was a paper document, in a form which accurately represents a record of
communications between the insured and the company or accurately reflects a
transaction or event. Records required to be retained by this regulation shall be
readily available upon request by the commissioner or a designee. Failure to
produce and provide arecord within a reasonable time frame shal be deemed a
violation of this regulation, unless the insurer or related entity can demondrate
thet there is a reasonable judtification for that delay.

OPENTITLE CLAIMS
July 1, 1999 through June 30, 2000

Population Sample Size Number of Per centage to
Exceptions Sample
46 46 7 15%

An examination of 46 sysematicaly sdected claim files, representing 100% of dl title claims
submitted to the Company in Colorado during the period under examination, showed seven (7)
exceptions (15% of the sample) wherein the Company failed to adequately document claim files
aufficient to alow the examiners to determine compliance with Colorado law. Specificdly, in
these seven (7) instances Company claim files reviewed were not adequately documented to
clearly show the inception, handling and/or dispogition of the respective clam.
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Recommendation #13:

Within 30 days, the Company should provide written documentation demonstrating why it
should not be considered in violation of 3 CCR 702-1(1-1-7), as authorized by §10-1-109,
C.R.S. Inthe event the Company is unable to provide such documentation, it should be
required to provide evidence demonstrating the Company has reviewed its procedures
pertaining to record maintenance in the context of clams handling.

Once the Company has reviewed those procedures, the Company should be required to
demondrate it has amended its claims manua and implemented procedures which will assure
dam fileswill be mantained so as to clearly show the inception, handling and disposition of
each daim and generdly assure future compliance with the requirements of the law.
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Issue N: Failureto include an anti-fraud statement in policy or application or claim
forms.

Section 10-1-127(7)(@), C.R.S. provides:

(7) (& On and after January 1, 1997, each insurance company shal provide on
al printed applications for insurance, or on al insurance policies, or on dl dam
forms provided and required by an insurance company, or required by law,
whether printed or eectronicaly transmitted, a statement, in conspicuous nature,
permanently affixed to the gpplication, insurance policy, or cdam form
subgantidly the same as the following:

“It is unlawful to knowingly provide false, incomplete, or mideading
facts or information to an insurance company for the purpose of
defrauding or attempting to defraud the company. Penalties may include
imprisonment, fines, denial of insurance, and civil damages. Any
insurance company or agent of an insurance company who knowingly
provides false, incomplete, or mideading facts or information to a
policyholder or claimant for the purpose of defrauding or attempting to
defraud the policyholder or claimant with regard to a settlement or
award payable from insurance proceeds shall be reported to the
Colorado divison of insurance within the department of regulatory
agencies.

A review of forms produced by the Company during the course of the market conduct
examination demondrated that the Company was not in compliance with 810-1-127(7)(a),
C.RS.. Specificdly, areview of dl Company policy forms used in Colorado during the period
under examination demongtrated that the Company failed to include the cited antifraud related
datutory notice, or any form thereof, on any Company policy forms where such notice was
required.

Recommendation #14:

Within 30 days, the Company should demondtrate why it should not be considered in violaion
Section 10-1-127(7)(a),C.R.S. In the event the Company is unable to provide such
documentation, it should be required to provide evidence that it has adopted and implemented a
complying Colorado antifraud plan. The Company should submit a copy of the newly adopted
antifraud plan to the Market Conduct Section of the Colorado Divison of Insurance. The copy
of the antifraud plan should be accompanied by a certification sgned by an officer of the
Company, made subject to the provisons of 810-1-204(5), C.R.S,, asserting that, to the best
of that officers knowledge, the antifraud plan submitted complies with the requirements of
Colorado law.
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PERTINENT FACTUAL FINDINGS

Rdding to

FINANCIAL REPORTING
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Issue O: Failureto filea Colorado Uniform Financial Reporting Plan and/or failureto
submit an annual filing of sufficient financial data to justify Company rates.

Section 10-4-404, C.R.S. providesin part:

(1) The commissioner shdl promulgate rules and regulations which shal require
each insurer to record and report its loss and expense experience and such
other data, including reserves, as may be necessary to determine whether rates
comply with the standards set forth in section 10-4-403. Every insurer or réting
organization shdl provide such information and in such form as the
commissoner may require. No insurer shall be required to record or report its
loss or expense experience on a classfication basis that is inconsstent with the
rating system used by it. The commissoner may designate one or more rating
organizations or advisory organizations to asig him in gathering and in
compiling such experience and data. No insurer shall be required to record or
report its experience to a rating organization unless it is a member of such
organizetion.

Colorado Insurance Regulation 3 CCR 702-3(3-5-1(V 1)), adopted in part to the authority
granted under 810-4-404, C.R.S. provides:

K. Each title entity on an annuad bass shdl provide to the Commissoner of

Insurance sufficient financid data (and dSetigticd data if requested by the
Commissioner) for the Commissoner to determine if said title entities rates as
filed in the title entities schedule of rates are inadequate, excessive, or unfarly
discriminatory in accordance with Part 4 of Article 4 of Title 10, CR.S.

Each title entity shdl utilize the income, expense and baance sheet forms,
gandard worksheets and indructions contained in the attachments labeled
"Colorado Uniform Financia Reporting Plan” and "Colorado Agent's Income
and Expense Report” designated as attachments A & B and incorporated herein
by reference. Reproduction by insurers is authorized, as supplies will not be
provided by the Colorado Divison of Insurance.

3 CCR 702-3(3-5-1) requires dl title insurers authorized to provide coverage in Colorado to
annudly file a“Colorado Uniform Financid Reporting Plan” in aformat described and
appended to the regulation as “ Attachment A”.

In addition, the regulation requires dl title insurersto file sufficient financia data and, upon
request, datistical data to judtify the title insurers rates and otherwise assure the rates used by
the Company comply with the requirements of 810-4-403 et. Seq., C.R.S., and are not
excessive, inadequate, or unfairly discriminatory.
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A review of the Company’s 1999% financid statement and related documents and filings
demondtrated that the Company failed to file a Colorado Uniform Financid Reporting Plan [3
CCR 702-3 (3-5-1) attachment A] asrequired by the regulation. In addition, the Company
faled to file sufficient financid detato dlow the Divison to determine whether rates used by the
company were excessve, inadequate, or unfairly discriminatory.

Recommendation #15:

Within 30 days, the Company should demonsirate why it should not be considered in violaion
of thefinancid data filing requirements established under 3 CCR 702-3(3-5-1(VI11)(K)). Inthe
event the Company is unable to provide such documentation, it should be required to provide
evidence that it has amended its annud filing procedures so that those procedures anticipate
filing of the Colorado Uniform Financid Reporting Plan (Schedule A). The Company should
aso be required to provide written assurances that it will annudly file sufficient financid datato
alow the Commissioner to determine whether the insurers rates are inadequate, excessive, or
unfairly discriminatory and otherwise assure future compliance with Colorado financia reporting
and filing laws.

10 Although the period under examination included the first two quarters of the calendar year 1999, the
examiners restricted their review of the Company’ s financial filingsto 1999. Restricting review to 1999 was
mandated by the fact that the annual filing referenced in the text would not have necessarily been prepared
or due midway through the 1999 calendar year. The examiners, however, did conduct areview the
Company’s quarterly Form 9 Financial Statements prepared during the first two quarters of 1999.
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SUMMARY OF RECOMMENDATIONS

for

EXAMINATION REPORT ON

FIDELITY NATIONAL TITLE INSURANCE COMPANY

RECOMMENDATION
NUMBER

PAGE
NUMBER

TOPIC

12

15

18

20

24

26

30

I ssue A: Falure to maintain minimum standards
in arecord of written complants.

I ssue B: Failureto provide written notification
to prospective insureds of the Company’s
generd requirements for the deletion of the
standard exception or exclusion to coverage
related to unfiled mechanic's or materidman’s
liens and/or the availability of mandatory GAP
coverage.

I ssue C: Misrepresenting the benefits,
advantages, conditions or terms of insurance
policies by omitting applicable endorsements.

I ssue D: Failure to obtain written dosing
ingructions from al necessary parties when
providing closing and/or settlement services for
Colorado consumers.

I ssue E: Failureto follow Company
underwriting procedures and/or guidelines and/or
discriminatory underwriting practices.

I ssue F: Issuing title insurance policies without
obtaining a certificate of taxes due.

Issue G: Usng aname or title of an insurance
policy or dass of insurance that misrepresents
the true nature thereof and/or making, issuing,
and/or circulating an estimate, circular, tatement
and or saes presentation which misrepresents
the benefits, advantages, conditions, and/or
terms of title insurance policies.

I ssue H: Failure to provide adequate financia
and gatistica data of past and prospective loss
and expense experience to judtify certain title
Insurance premium rates.
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SUMMARY OF RECOMMENDATIONS

for

EXAMINATION REPORT ON

FIDELITY NATIONAL TITLE INSURANCE COMPANY

RECOMMENDATION PAGE TOPIC
NUMBER NUMBER

9 48 I'ssuel: Using rates and/or rating rules not on
file with the Colorado Divison of Insurance
and/or misgpplication of filed rates.

10 51 I ssue J: Failureto maintain adequate policy
records and/or other information necessary for
recongtruction of the rating and/or underwriting
of title policiesissued by the Company.

11 61 Issue K: Udng closing and settlement service
fees and charges not on file with the Colorado
Divison of Insurance.

12 68 Issue L: Failure to adopt and/or implement
reasonable standards for the prompt
invedtigation of dams.

13 72 I ssue M : Failure to produce and/ or maintain
adequate claims records for market conduct
review.

14 73 I ssue N: Failure to adopt and/or implement a
complying anti-fraud plan.

15 76 Issue O: Falureto file aColorado Uniform

Financid Reporting Plan and/or failure to submit
an annud filing of sufficent financid datato
jugtify Company rates.
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EXAMINATION REPORT SUBMISSION

Independent Market Conduct Examiners
Duane G. Rogers, Esq.,
&
J. Reuben Hamlin, Esq.,
participated in this examination and in the preparation of this report.
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